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PREFACE TO SECOND EDITION 


The development of the science of cost accountmg has 
been most rapid, and the mtensive study given to its 
problems by those engaged in the profession has contri- 
buted greatly to its present efficacy 

The depression of 1929 and the years followmg has given 
the best proofs of its value These years, to modem busi- 
ness, have seen the survival of the fittest, and “the fittest” 
have proved to be those orgamzations operatmg an up-to- 
date system of cost accounting 

To the student prepared to make a study of cost account- 
mg, the science provides an absorbmg interest m which the 
field of endeavour ever widens, oftermg to the young men 
and women of to-day unlimited opportunity To such a 
student these pages are dedicated, with the advice that the 
extent of success derived from this study wiU be measured 
entirely by the effort and apphcation of each individual 

The object of this book is to enable the beginner to 
obtam a thorough knowledge and understandmg of the 
elementary prmciples of costmg, and to give descnptions 
of the vanous methods used m practice The elementary 
prmciples and methods are also enlarged upon m such a 
manner as will mdicate m a general way how they can be 
applied m practice 

In deahng with this subject, it is presupposed that the 
student has acquired a knowledge of Book-keepmg and 
Accounts, a thorough undeistandmg of which is necessary 
before the subject of cost accountmg may be consideied 


R J H RYALL 




* PREFACE TO FIRST EDITION 

Cost accountancy has made such rapid stndes during the 
past ten years that the excellent prospects which are now 
offered by this comparatively new profession have opened 
up a very wide field of opportunities for the young man 
and woman of to-day 

Much literature already exists which deals with the 
subject of cost accountancy, chiefly for the benefit of 
those who are already engaged m the profession, and 
which, consequently, is far too advanced to be of real 
assistance to those who wish to take the first step towards 
qualif5Tng as cost accountants 
Furthermore, the training of a cost clerk has unfor- 
tunately been regarded as of little relative importance 
compared to that of the cost accountant As a conse- 
quence, those wishing to enter a cost office as a means of 
livelihood are moie or less without easy means of acquinng 
an elementary knowledge of the subject 
The recently mstituted costmg exaimnation of the 
Royal Society of Arts should go far to remedy this defect, 
and it is hoped that this book may be of some service to 
students who mtend to present themselves for this exam- 
ination, as well as for students of the vanous professional 
bodies 

The object of this book, therefore, is, firstly, to enable 
the begmner to obtam a thorough knowledge and under- 
standmg of the elementary principles of costing and to 
give brief , descriptions of the various methods used m 
practice , and, secondly, to enlarge upon these elementary 
prmaples in such a manner as wiU indicate m a general 
way to the more advanced student how such methods 
and prmciples can be applied 
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VIU 

In dealuig with the subject it is necessary to presuppose 
a knowledge of the principles of book-keeping and accounts 

Grateful acknowledgment is made by the author for tb,e 
assistance given by Mr H J Fells, B A , in reading and 
correctmg the proofs during preparation 

R J H RYALL 

Lokdon W C 1 
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CHAPTER I 

INTEODUCTORY 

Much misapprehension exists as to what cost accountancy 
really involves or achieves, and it is therefore desirable to 
understand clearly the sphere of costmg, and how, and to 
what extent, it differs from ordinary book-keepmg and 
accounts 

It IS obvious that when men engage in busmess they do 
so in order to obtam a profit The more simple method 
of trading is that of merchantmg, where a man buys 
ready-made goods from the makers or then agents and 
sells them at a higher price in order to make his activity 
profitable The method, under normal circumstances, of 
guaranteemg himself such a profit is simple, as the actual 
busmess routme is not comphcated, and the cost of such 
routme can easily be calculated 
Let us now consider a system of financial accountmg 
m so far as the ordinary routme of busmess is concerned, 
and assume for the sake of illustration that a trader is 
engaged m buymg ready-made suits for the purpose of 
sale In such cases, a system of book-keeping and accounts 
wiU correctly record the trader’s deahngs with his creditors, 
his debtors, and his bank It wiU also enable him to 
ascertam what money is owing to him or what he owes to 
his creditors, the total amount of profit made at the end 
of a trading period, and the amount of capital employed 
in his busmess, and numerous other figures relating to his 
financial or external transactions 

It may be, however, that the trader deades that it 
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would be more profitable to manufacture all or most of 
his lines, and it becomes necessary for him to rent a building 
or acquire a piece of land on which to build his own works 
He will then have to buy cloth to work up into garments, 
and, in addition to this, a stock of buttons, cottons, linings, 
stiffenmgs, braid, and other miscellaneous materials must 
be kept, and a supply of needles, chalk, pins, etc , must 
also be available Paper, tape, boxes, brown paper, string, 
and labels, all descnbed as packing materials, become 
necessary 

Labour must next be hired to work the cloth into the 
finished product, and, m addition, there will be required 
cutters, who will cut out the material to the correct shape 
and size , pressers, who press the finished garment a 
storekeeper, to look after the stock of materials , mechanics, 
who will attend to the machines , also sweepers, and 
numerous other kinds of stmdry labour 

A factory manager is essential, to whom the foremen, 
the warehousemen, and the storekeeper will be responsible 

Plant, machineiy, and equipment must be paid for , also 
charges for gas, electric hght and power, fuel for heatmg 
and many other items of expense Buildings and machmery 
wiU require repairs and renewals, and reserves must be 
made for depreciation 

It will now be seen that, with all these additional activi- 
ties, there will be a correspondmg mcrease m the number 
of financial transactions, and that a system of financial 
accountancy will require to be arranged to accommodate 
these changed conditions 

Financial accountancy, however, has developed along 
scientific lines, so that to-day a manufacturer is as well 
provided as the merchant with all the information he 
reqmres, on the purely financial side of his business But 
a system of accounts which deals only with the financial or 
external transactions of a busmess wdl not meet all the 
requirements of a manufacturmg concern , and, m order to 
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show tins, it IS desuable to examine briefly the various 
accounts piepared fiom such a system at the end of a 
financial period 

Before such final accounts can be prepared a trial 

TRIAL BALANCE 
As AT 31ST December 19 


Dr Cr 



£ 


Cash at Bank 



Petty Cash 






Buildings 

130,000 


Plant and Machinery 

150,000 


1 Sundry Debtors 

52,000 


£110 000 

Inventory, 1st January 



350 000 

Purchases 



150 000 

Works Pay Roll 

150 000 



Salaries 




Office Supplies 

3000 



Taxes 




Depreciation — 




Buildings 




Equipment 

15000 



Carnage 

2500 



Insurance 




Light and Power 



215 300 , 

Water 




Travelling Expenses 

23 000 



Commissions 

6 600 



Royalties 

2 500 



Advertising 

12 000 



Discounts 

1,500 



Interest on Overdraft 

4,000 



General Expense 

53.000 



Bad Debts 

700 


Sales 


750 000 

Capital 



Sundry Creditors 


35 600 

Reseive for Bad Debts 


700 

Reserve for Depreciation 


17 600 


£x 203 900 

;^l,2Q3 900 


Inventory at 31st December, 145, 000 


1 These figures do not form part of a trial balance, but are inserted 
as notations only to enable the student to follow the explanation in 
subsequent chapters 
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balance is first extracted from the ledgers A Manufac- 
tunng and Trading and Profit and Loss Account must 
then be prepared and finally a Balance Sheet is drawn 
up The extent of this drawing up uuU naturally depencl 
upon the size and nature of the business, but the example 
of the accounts referred to will be sufficient for our purpose 

TRADING AND PROFIT AND LOSS ACCOUNT 
For the Year Ending 31ST December 19 


Dr Cr 



"Note The above account is not intended a» a model 
from the accountmg pomt of view, but is to illustrate a 
pnnaple only 

It IS assumed that the inventory is of raw matenal only 
Usually there will be three mventones — ^raw matenal, work 
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in progress, and finished goods Raw material and work in 
progress enter into manufacture, but, of couise, the finished 
goods do not In complete operating accounts, there would 
be definite distmctions made among the account that shows 
the cost of manufacture, the account that shows the gross 
profit from sales, and the account for profit and loss 
Factory salaries, factory depreciation, carriage on raw 
matenal, factory msurance, factory hght and power, water, 
and royalties for right of manufacture would aU enter into 
the cost of manufacture , and if there is an accomit to show 
that cost, they would be included m that account 
The preceding accounts, when drawn up and arranged in 
sufficient detail to meet the particular requirements of the 
individual busmess, provide the manufacturer or tradei 
with all the information he requires regardmg the general 
finances of his busmess, but they are of very little value 
m the control of a manufacturmg busmess, as such accounts 
do not show the cost of any particular stage m the manu- 
facture of the final product, nor where m such stages 
there is any profit oi loss Moreover, they do not permit 
prompt comparison of the estimated with the actual cost 
of manufacturing They give no clue as to how far time 
or matenal are efi&ciently utilized, or where waste is 
rampant and economies possible To ascertam the cost of 
a smgle article, process, or batch of articles it becomes 
necessary to analyse the expenditure directly mvolved in 
their manufacture in such a manner as will show not only the 
elements which constitute a complete cost, but also various 
other data relating to the many activities of the factory 

Objects and Advantages of Costing 
If a system of cost accountancy is to be Tif any real 
value to the manufacturer, it must be far more than a 
mere branch of ordmary financial accounting Ordmary 
accountmg deals with the external transactions of a business 
from a purely finanaal pomt of view, and m aU cases m 
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bulk and in tenns of cash, whereas cost accountancy deals 
with the %niernal transactions and from the pomt of view 
of manufacture, distnbution, and administration 

A costing system must accommodate many other 
problems besides purely monetary values It must deal 
in terms of efficiency, tune, weight, volume, etc , and 
connect the manufacturmg operations with the financial 
transactions by interpreting the former in terms of cash 

The objects of costing may, therefore, be stated as — 

(1) To determme the actual cost of each article, 
process, or operation 

(2) To compare the actual cost with the estimate 

(3) To provide statistical data in the form of reports and 
statistics, so that all manufacturmg, sellmg, and adminis- 
trative departments of a business can be managed on the 
basis of facts 

(4) To reconcile with the financial accoimts m terms of 
true cost the expenditure meurred and charge it to 
production, distnbution, and management 

The advantages denved from the use of a good costmg 
system are — 

(1) The amount of profit or loss on the manufacture and 
sale of different products can be ascertained and localized 

(2) By making it possible to compare the actual cost 
with the estimate, it enables future estunates to be pre- 
pared with more rehance, and provides a sound basis for 
establishing sales pohaes and prices 

(3) The management of a business is aided by the 
information made available by a good system of costmg, 
as the effiaency of each department can be examined and 
compared with that of others 

(4) The provision of accurate and detailed costs enables 
the busmess to be managed and controlled efficiently, as 

2— (B 1855) 
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excessive costs, waste, and. unremnnerative expenses can 
easily be detected and elumnated 

Three clearly defined branches of cost accountancy have 
now been indicated, namely — 

(1) Cost Finding, which relates to the method used to 
ascertain the detaded and total cost of any desured article, 
process, or service 

(2) Cost Control, which provides, firstly, the means of 
controlhng in detail and total all expenditure mcurred in 
connection with production, distribution, and manage- 
ment , and, secondly, the basis for reconcihng the total 
cost with the financial accounts 

(3) Cost Estimating, which is the predetemimation of 
the probable cost of an article, process, or service when 
mcurred under given conditions 

Methods of Cost Finding 

The particular method of cost finding used depends 
upon the nature of the mdustry and the class of product 
made The output has to be measured and the mode of 
measurement depends absolutely on the form of the pro- 
duct and its method of manufacture The cost of the 
output may have to be reckoned by the piece, pound, 
dozen, barrel, yard, article, etc , and by takmg one of these 
classifications and usmg arithmetical figures, the total can 
be obtained In some trades the umt might be the article 
or batch of articles produced, a piece of machmery, a 
complete ]ob or order, as in an engmeermg works or a 
general repair shop, and, in some cases, m foundries The 
umt in the case of builders or contractors would be the 
completed ]ob or contract An electric supply company 
would reqmre the Board of Trade unit or kilowatt hour 

In other trades the umt may be related to the “ process," 
as with chemicals, tanmng of leather, flour, bncks, and 
cement, etc 
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Vanous methods of cost findmg are used in practice, 
but these may be conveniently grouped under three mam 
headmgs, i e — 

(1) Job costmg 

(2) Process costing 

(3) Operative undertakmg costmg 

(1) 'Job Costing, which is very often referred to as the 
order method, is used when all the various items are 
charged to a specific order, which may be foi one or a 
quantity of articles or for a particular operation 

With this method, the amount expended on labour and 
matenals is charged to a particular order number, together 
with its share of expenses, and the sum total constitutes 
the cost of the job, order, or operation 

(2) Process Costing is employed in cases where there is 
a variety of processes or operations before a completed 
product IS turned out, and where it is necessary to find 
the cost of each vanety of operation This method is 
particularly necessary where by-products naturally occur, 
or where one article out of a batch loses its identity durmg 
the process of manufacture By this method companson 
of the costs of different operations is possible, and prices 
at each stage can be fiixed Process costmg is used m 
most food producmg factories, chemical works, and m the 
manufacture of paint, etc 

(3) Operative Undertaking Costing is the essential 
method where services are rendered rather than goods 
produced A smgle measurement demonstrates the work 
performed, though it may vary m kind, as when a railway 
company reckons work performed as per ton mile or per 
passenger nule, etc , or an electric supply company per 
kilowatt hovr Operative costs render possible the costmg 
of transport undertakmgs and other pubhc utihty concerns, 
such as water works and gas works, etc 

Many other terms are often used to denote a method of 
costmg, but all of them relate to one of the above For 
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instance. Single or Output Cosung is a term often used 
to denote the method of costmg employed m such businesses 
as supply one rather than many products, and where it is 
desued to find the actual or aveiage cost of one unit, 
weight, measurement, or container, as per ton, per yard, 
per 1,000 bncks 

Such a term, however, merely refers to the ]ob or process 
method of costmg Most manufacturing busmesses use 
either the job or process method, or a combuiation of the 
two, when departmentahzation or a division into processes 
is usual or desirable 

Departmental Costing is a term used when it is desired 
to ascertain the cost of the output of each department 
separately when a standard article or process only is made 
The method used in such cases is also the job or process, 
or a combination of the two 

'-Terminal Costing refers to the asceitainment of the 
cost of carrymg out a contract such as the erection of 
buildmgs, bndges, or irrigation schemes, etc This method 
of costmg IS the same as the job costing system 

Multiple Costing relates to the system used in such 
busmesses as make a variety of goods which differ both in 
value, in kmd, and m the number or variety of processes 
necessary for completion These accounts are based on the 
job costmg method 

Elements of Cost 

To employ any of the above methods of costmg it is 
necessary that money expended be analysed according to 
its use This analysis firstly takes the form of segregating 
expenditure under the heads of — 

(1) Matenals 

(2) Labour 

(3) Expenses 

Such are known as elements of cost, and the sum of 
these elements compnses the total cost The grouping of 
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these elements has been mdicated by mserting on the 
left-hand side of the specimen trial balance on page 3 
the totals of the lespective groups 

Relation Between Cost Accounts and Financial 
Accounts 

It has already been stated that one of the objects of 
costmg IS to reconcile mth the financial accounts in terms 
of true cost the expenditure incurred and charged to 
production, distribution, and management It is therefore 
necessary that a suitable method of reconcdiation and 
control of each element of cost be used This is effected 
by means of " control accounts,’ which are accounts that 
comcide with the three divisions mentioned above The 
Chart (Fig i) clearly illustrates the connection between 
the three cost control accounts, representing the three 
elements of cost, and the source from which the figures are 
obtained m the financial books of account 

Costing Terms 

To render the subject clear and exphcit, it is desirable 
at this pomt to define the more usual terms employed m 
costmg Costmg termmology has been so loosely apphed 
m the past that considerable difficulty often exists when 
it IS necessary to define a particular term 

For instance, the word Cost is very frequently used, and 
it may refer to the cost of manufacturmg only, or the cost of 
seUmg and distributing the goods, or it may be used to 
indicate the total cost of manufacturmg, selhng, and 
distnbution Owmg, therefore, to the very wide interpre- 
tation placed upon this word, it should never be employed 
unless qualified m some particular way 

Many otlier terms are given an equally wide meamng, 
such as Oncost, Overheads, Burden, etc , but aU of 
these relate to one particular element m costs Such 
terms do not mdicate the nature of the item in question, 
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and it IS recommended that the term Establishment 
Expense should therefore always be used when it is desired 
to refer to the total expenses of a busmess 
’ Total Cost is the sum of all items of expenditure 
incurred to produce, manufacture, and distribute any 
commodity, or to render a service 
Works Cost is the sum of all items of expenditure 
mcurred in the manufacture or production of any com- 
modity, 1 e the works cost of matenals, labour, and 
expense (Cost of production and factory cost is sometimes 
used when referring to works cost ) 

Prime Cost is a part of the Works Cost and comprises 
direct materials and direct labour only 
Establishment Expense is the term used to denote all 
the indirect expenses incurred m runmng a business both 
in the works, offices branches, and other commercial 
departments, etc 

Works Expense is a sub-division of Establishment 
Expense, and is the term used when referrmg to aU items of 
expense which have been incurred in the works proper 
Sales Expense is the term used when referring to all 
the expenses incurred m connection with the seUmg and 
distnbution of a firm's products Sales expense is also a 
sub-division of Estabhshment Expense 
Administrative Expense is the term used when referrmg 
to the expenses incurred m the general and financial 
admmistiation of a busmess only This item is also a 
sub-division of Estabhshment Expense 
It will be noted that Estabhshment Expenses are divided 
mto three groups, which represent the three mam functions 
of a business, namely (a) Works or Manufacturing, (6) 
Sales or SeUmg, and (c) Admimstrative, or the Cost of 
General Management, etc 

With some concerns the Admimstrative Expense is ap- 
portioned over the Works and Sales Expenses, whereas m 
the large concerns they may be dealt with m many different 
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ways This subject will be explained fully in a later chapter 
as it IS sufhcient for the present to study the subject of 
expenses m its more simple form 


CHART SHOWING COMPONENTS OF TOTAL COST 
AND SELLING PRICE 


Direct Matenals 


l-iE 


Profit (or Margin) 


( Selling 
C Pnce 



CHAPTER 11 


HOW A COSTING SYSTEM WOHKS 

In the pievious chapter the objects and advantages of 
costing, tlie methods employed m cost findmg and the 
elements of cost have been disclosed We have observed 
the necessity of the direct relationship between the cost 
accounts and the financial accounts of a business, and have 
acquired an understandmg of a few costing terms 

Let us now consider how a costmg system works, usmg, 
as an example, a business which may be making and sell- 
ing, say, a line of six or more articles, and whose ordmary 
financial accounts show the results of its trading m total 

If the nature of the busmess is such that there are 
SIX separate departments, and each department is self- 
contained and only makes one of the articles referred to, 
then a system of book-keepmg and accounts could be 
arranged to give a separate manufactunng and trading 
account for each department In this special and excep- 
tional instance, it would be possible for the manufacturer 
to ascertam the amount of profit made on each hne or 
department and to regulate his selhng prices whenever it 
became necessary to meet competition It will be seen, 
however, that under these special conditions the selling 
pnee could only be adjusted so long as there was a sufficient 
difference between the total cost and the selhng price 
If this margin is found to be msufficient, accordmg to the 
knowledge of total expenditure which his present account- 
ancy system gives him, but pnees must be reduced in 
order to create or maintain a market, it becomes necessary 
to employ a system of cost accountancy in order that the 
manufacturer shah know where and how costs can be re- 
duced on each item 

To know the total cost of an article m such a case will 
15 
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not be sufficient, because it will not indicate which item of 
cost IS excessive or where waste is prevalent A manu- 
facturer, therefore, must know not only how much he has 
spent on materials and wages, but must be informed of 
the values of each class of material used, the extent of 
scrapped or spoilt work, and the various kmds of labour 
used m makmg the article, as without such information 
he cannot decide whether the use of cheaper materials is 
possible or a change m the method of making is moic 
econormcal, or if costs can be reduced by changmg or 
modif5nng the existing designs of the products 

Requirements of Modern Industry 
It would appear from the above that a system of cost 
accountancy to meet all his requirements will be of a very 
complicated and difficult character, but as the working of 
an accurate system can be an example of simplicity itself 
and still provide the manufacturer with aU the information 
he requires, we will briefly examine such a system m order 
to demonstrate how a costmg system can fulfil the 
reqmrements of modern industry 

Continuing with the class of business already given in 
Chapter I, let us assume that the manufacturmg concern 
IS making "ready-made ’ clothing Such a firm will 
probably make its seasonal " stock ’’ hnes it may also 
manufacture specially designed garments for special orders 
or for export, and it may also be necessary to make up 
sample garments to try out new markets or to enable a 
factor to put a new hne on the market 
The requirements of such a busmess in regard to its 
mtemal organization would be similar to that already 
descnbed m the previous chapter, and all pa3TBLents for 
matenals, labour, salaries, and other charges could, as was 
shown m the specimen accoimt on page 4, be charged 
6 n bloc against the total sales for the penod 
It IS true that such a total of debits would give us the 
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total cost of the business for a year, but it has aheady 
been pointed out that such information is qmte inadequate 
for a manufacturing concern Let us, then, see how a 
costing system works to make good the deficiencies 

Manufacturing and Stock Orders 

It follows from the description of the trade done that it 
IS necessary to identify the different batches of work 
going through the factory There will be Stock Orders, 
or orders for quantities convenient to control (1 e as large 
a quantity as it is economical to make m one batch , if 
too large, production drags on too long and control is 
lost , if too small, the workman does not get a good 
" run ’ on the work) These stock orders refer to ordmary 
hnes 

There will also be manufacturing orders (generally known 
as Works Orders) corresponding to the customers’ orders 
received There should be one such order for every k%nd 
of garment ordered, thus the customer’s order received 
may be spht up into items dehvered " ex stock,” and items 
to be made up specially 

Issues of Materials 

As soon as the works order is sent mto the factory, the 
cutting room estimates the quantity of cloth required on 
a Stores Requisition 

The storekeeper who looks after the cloth does not cut 
off the actual amount required, but issues a “ piece ” 
On the Stores Requisition is recorded the works order 
number for which the cloth is required The cutters lay 
the pattern, on the cloth and cut out the garment, and then 
mark on the Stores Requisition the actual quantity of 
material used The lemainder of the "piece” is then 
retiuned to the storekeeper, together with the Stores 
Requisition 
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Recording Labour 

Meanwhile the tune which the cutters have spent is 
recorded on a Time Card, or Tune Sheet, which will also 
have inserted upon it the works order number A Tune 
Card IS the form used foi recording a worker’s time “on’ 
and "off” a job 

The cut garments are then passed to the makers with a 
Piece Work Note written out by the foreman s clerk, 
stating how much will be paid for the work to be done 
Again the works order number is quoted A piece work 
note IS the form used to record a worker s time on a job 
when paid by the piece and not by tune At the same 
time the foreman selects the buttons, etc , from the small 
stock which he keeps under his own control, the issues 
from stores m bulk being charged to his department and 
not to the separate works orders When the work is done 
the foreman signs the Piece Work Notes and Time Cards 
and sends them to the pay office, so that the men’s pay 
can be made up 

The clerk makes out a Delivery Note, which goes with 
the garments to the warehouse Here the woiks order 
number enables reference to be made to the customer’s 
or stock order, and the warehousemen dispose of the 
goods accordmgly Some of the batch will probably be 
put into stock and recorded on Bin Cards, and some will 
be sent straight away to a customer 

Function of Cost Finding 

Let us now see how the function of Cost F%nd%ng is 
performed 

(1) All the Stores Requisitions referring to the woiks 
order are collected They form the voucher foe creditmg 
the Stock Account (le the stores) with the value of 
matenals issued and debited against the works order 

(2) All the Time Cards and Piece Work Notes bearing 
the works order number are collected They form the 
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vouchers for crediting the Wages Account in the Cost 
Ledgers and debiting the works order with the labour cost 

(3) An estimate, prepared by the works manager’s 
department, of the buttons, cotton, stiflenmgs, etc , used 
on a single gannent is used as a basis for charging the total 
cost of the “ indirect matenals ” used on the works order 
This will form the basis for crediting the department 
which made the goods with the value of the mdirect 
matenals used thereon (they having been debited with the 
bulk issued, which, in turn, was credited to Stock Account 
in the Cost Ledger), and debitmg the works order 

(4) A charge is made, based upon some logical method, 
to cover the expenses incurred, other than those under 
(1), (2), and (3) This charge is a debit to the works order 
and a credit to the Expense Account in the Cost Ledger 

(5) By adding the debits made under (i), (2), (3), and (4), 
the works cost of the batch of garments made to that woiks 
order is " found," but “ cost findmg ” has other work to 
do We must find the correct figure for the " charge " 
to be made under (4) 

(6) This is done by estimatmg the normal total of all the 
indirect expenses (le the estabhshment expense) for the 
year, and by dividing this total by a divisor based upon 
the output which corresponds to the "normal” output 
of the factory This divisor may be the number of gar- 
ments made or the total direct labour costs for the year, 
or the total productive hours for the year Whichever 
method is used, the quotient is the basis for making the 
charge required, (4) This particular work is perhaps the 
most difficult of the cost department 

(7) The cost in the warehouse of the packmg must also 
be " found,” similarly to (6), and we thus aixive at a charge 
for packing which must be added to the total works cost 
to find the profit on a sale 

(8) Similarly, the cost of the mdirect labour must be 

' found ” by usmg what is known as " standing ’’ orders. 
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and by coUectmg the Time Cards for these , we have now 
another credit to the Wages Account m the Cost Ledgers 
and a debit to the (Establishment) Expense Accoimt also 
in the Cost Ledger 

Function of Cost Control 

We now enter the domain of Cost Control 

(9) By summarizing our issues of materials we are in a 
position to estabhsh a balance between purchases of 
matenals and the issues from stores, and also to ascertain 
the amount of stocks on hand , thus we can immediately 
check any waste or pilferage of material 

(10) By summanzmg all a man’s Time Cards, we can 
balance these against his wages, and by summanzmg the 
wages by depaitraents we can balance these against the 
pay roll Hence, any incorrect charges or costs can at 
once be detected, departmental estimates checked, and 
costs proved 

(11) By summanzmg all the expenses charged to cost, 
we can compare the amount of (Estabhshment) Expense 
recovered m our costs with that actually incurred Any 
difierence is earned forward to a Suspense Account (which 
should, of course, show a zero balance at the end of the 
year if the work under (6) has been correct) At any time 
we can compare our estimate with the actual m detail, and 
can see how we are recovermg our establishment expense, 
a most important pomt 

Reconciliation of Cost Accounts and Financial 
Accounts. 

Wo observed m the previous chapter that one of the 
prmcipal objects m a system of Cost Accountmg is the 
ability to balance such accounts with the ordmary financial 
records , this we are now in a position to do We can with 
ease account m detail for every penny expended mside the 
factory for labour (ws^es), materials (purchases), and 
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expenses (other disbursements), and to balance om stocks 
and total cost of production with the totals of wages, pur- 
chases, and impersonal Ledger Accounts in the financial 
books 

A good system of costmg does not work on the basis ot 
supposition or guesswork, but is concerned with the 
recording of actual facts relatmg to production, distribu- 
tion, and management The eificiency of any method of 
costing will therefore depend to a very great extent upon 
rehable sources of information 

We have seen that the three factors which enter into the 
cost of a product are grouped under the mam headmgs of 
materials wages, and expenses, and the Chart (Fig 2) is 
given to illustrate how these elements of cost are dealt 
with in a system of costing 
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ACCOUNTING FOR MATERIALS 

Having reviewed the objects and advantages of Costing, 
and having seen how a costing system works, we are now 
m the position to examine each of the elements m order to 
see in greater detail how they are dealt with, and the amount 
and the value are ascertained and charged to each article, 
order, or process 

The merchant or manufacturer who does not keep a 
detailed record of stocks must rely upon his Tra ding 
Account to provide him with any data m regard to the 
value of fimshed goods on hand or sold dunng a penod, 
and to his Manufacturmg Account if he reqmres to know 
the value of materials used In such a case, the amount 
of stocks would be obtained by makmg an actual count of 
all items on hand, and pricmg the stock hst at current 
market pnce or cost price, whichever is the lower This 
process has to be carried out at the end of each tradmg or 
balance sheet period m order that the usual Tradmg or 
Manufacturing, Profit and Loss Account, and Balance 
Sheet can be prepared 

The correctness of the value so arrived at depends en- 
tirely upon the accuracy with which all the items m stock 
have been counted or weighed, upon no item havmg been 
madvertently omitted, and upon no errors havmg been 
made m pricmg Errors in the extendmg, the addmg, 
and the summarizing of the hst must be guarded agamst 
If it is then desired to know the value of fimshed goods 
actually sold, the figure is obtamed by addmg to the value 
of stocks rft the commencement the total purchases made 
dunng the penod, and deducting from the total of these 
two items the value of stocks which are still on hand The 
difference is assumed to represent the value of the goods sold 
A simple description will serve to illustrate this pomt 
23 
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which appears 

;IlIOOOO - 

350 000 
£460 000 

Deduct stock on band at end of penod 145 000 

Value of goods sold is assumed to be ;^3i5 000 

Having arrived at the value of goods sold, a reconcihation 
of the above figures with the Trading Account on page 4, 
Chapter I, will assist in understanding how these figures 
form part of the gross or trading profit The example of 
accounts under review shows a gross profit of £285,000, 
which IS arrived at by compihng a statement according to 
ordmary accountmg procedure This statement when re- 
vised on this basis would be prepared to show the following 
information — 


Taking our figures from the Trial Balance, 
on page 3, Chapter I, we have — 

Stock at commencement 
idd purchases 


Dr REVISED TRADING ACCOUNT Cy 



With the above method in use, the merchant or manu- 
facturer does not know by how much his stocks have 
depreciated m value dunng the year, nor will it tell him 
how much waste or pilferage has occurred, because the 
figure required is only arrived at by mference 
It must be pointed out, however, that the above method 
will enable us to ascertain within certain limits' the total 
value of matenals or goods consumed over a period, but 
since what we specially require to know is the value of 
goods sold, it will readily be agreed that this cannot be 
ascertained sunply by inference Furthermore, we must 
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also know how much matenal has been wasted or spoilt 
dunng manufacture, the amount of shrmkage m stock 
and how much has become obsolete 
It wiU be noted at this pomt that a big distmction has 
been drawn between the value of stock consumed and the 
value of goods sold It is possible that a manufactunng 
concern may consume, or use, a greater quantity of matenal 
than is actually sold to its customers, as matenals can be 
wasted uimecessarily durmg the course of manufacture 
One of the objects of costmg, however, is to disclose waste 
Contmumg with the figures on page 24, a costmg system 
should analyse the difference of £315,000 somewhat as 
follows — 

Stock at commeacement £110 000 

Add purchases 350,000 


Deduct cost of goods sold ;£30i 000 

Deduct cost of matenals spoilt 
dunag manufacture 10 000 

Deduct breakages m stock 1 000 

Deduct shrinkage m stock 3 000 


Stock at end 


/315 

145 





A comparison of the above summary with the one ap- 
pealing on page 24 will clearly show the type of informa- 
tion that 18 made available by a system of Cost Accounts 
In the one mstance, we could only obtam from the 
Tradmg Account the information that the difference be- 
tween purchases plus the value of stocks at commence- 
ment, 1 e £460,000 less the value of stock at the end of 
the period, 1 e £145,000, was £315,000 In the absence of 
further detssils, one is compelled to assume that this repre- 
sents the value of goods sold dunng the tradmg period 
under review However, a totally different situation is 
revealed when the above Cost Analysis of the item of 
£313,000 is made available 
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The manufacturer is now able to study the incidence of 
his manufacturmg or gross profit, and to take the neces 
sary steps to reduce to a minimum all those losses th,at 
are excessive, and to elimmate other items that should not 
exist in a well-managed busmess 

The above example discloses the fact that £io ooo has 
been lost through faulty workmanship and mateiials, that 
the breakages in stock were £i,ooo, and the loss through 
general shrinkage £3,000 Slirmkage m stock occurs in 
almost all industries, as there is an miavoidable loss in 
weighing materials, by what is known as " the turn of the 
scales ’ In the handlmg of certain items such as liquids 
and powders, small quantities will be spilt or lost through 
evaporation When their value is accumulated over long 
periods, it invariably accounts for heavy losses if not pro- 
perly controlled 

The conclusion to be drawn from the above example is 
that a Manufacturmg or Trading Account will show a cost 
to make or cost to sell greater than that shown in the Cost 
Accounts for the reason that all costs, wastage, and similar 
losses are not segregated, but shown as one total The 
basis upon which these financial accounts are prepared is 
that the difference between the total credits and the total 
debits represents the profit In a similar marmer, the stock 
at the beginnmg of the penod plus the purchases and less 
the stock on hand at the end of the period is taken to 
represent the value of materials or goods " used” or " sold,” 
whereas m actual fact this difference represents cost of 
goods sold plus wastage and other losses 

Stores Organization 

A system of Cost Accountmg is concerned’ with facts, 
not inferences If, therefore, a proper record is to be made 
of all receipts and issues of stocks, an efficient method 
of stores organization, accounting, and control becomes 
necessary 
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Ihe correct accounting of all materials consumed or 
handled m a manufacturmg concern will require that a 
proper method of storekeepmg be employed, as every item 
received mto stock must be properly accounted for, as 
well as all the items issued from the stores to the manu- 
facturmg departments 

Cost Accounting mvolves good management and organ- 
ization This apphes to the stores department just as much 
as to the manufacturing or office departments Storekeepmg 
mvolves not only a very large number of transactions, but 
each of these transactions is m itself manifold Although 
not all of them come imder the headmg of Accountmg, 
they are m then entirety reflected in Cost Accounts It is, 
therefore, quite evident that the stores department 
should be thoroughly efficient and well equipped When 
it IS considered that the value of matenals purchased 
in the course of a year may run mto many thousands of 
pounds, it is obvious that proper provision must be made 
for their storage 

The operations of storekeepmg begm with the receipt of 
goods or matenals In the organization of a stores, due 
consideration must be given to the fact that all items of 
materials represent money, and that the records kept 
should “ balance ” m a similar manner to " cash ” It should 
not, however, be assumed that balancing stock means 
accountmg m detail for the last pound of matenal m the 
stores This is sometimes impossible, because allowances 
of some kmd may have to be provided foi such contin- 
gencies as shrmkage, waste, deterioration of certam 
materials, etc 

The consideration of matenals as an element of cost will 
fall undef the following headings — 

(1) Receivuig and stonng 

(2) Issues from stores 

(3) Recordmg m costs 
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Receiving and Storing 

We have seen from the Chart (Fig 2) that the cost 
department is debited with the values of all purchases of 
materials direct from the financial accounts, and in order 
that we shall be able to keep track of all the items after 
they have been received into the stores, there must be pro- 
vided some means of recording both values and quantities 
There are, generally, three separate records m this 
connection , a record of the values of materials, m order 
that we can account for all purchases made (le Stores 
Account m the Cost Ledgers) , and two separate records 
of quantities — one of which is kept in the cost department 
to enable a check to be made on all stores received and 
issued (Stock Record Card), and another, with which the 
storekeeper is provided, so that he has a record of all the 
items he handles m his stores (Bm Card) 

It will be remembered that in Chapter I three clearly 
defined branches of cost accountancy were indicated 
Beating in mind that a system must not only find the 
detailed and total cost of an article or process, but also 
provide the means of control and reconcihation with the 
financial accounts, we commence to effect this reconcilement 
by using the actual figures from the general books of 
account 

With a system of book-keepmg and accounts, all purchase 
invoices are usually entered mto a Purchase Day Book or 
Journal At the end of each month this hook is " ruled 
off," and the totals posted to the General or Nommal 
Ledger, as follows — 

Dr Purchases Cr Sundry Creditors 

Credits or allowances for goods which have been returned 
to the supphers as defective or not up to standard are 
entered m a Purchase Returns and Allowances Book, and 
the totals posted as a debit to Sundry Creditors and a 
credit to Purchases Account 

We therefore make use of these totals, 1 e, the total debits 
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less the credits, and open a Stores Control Account in our 
Cost Ledgers by means of the followmg Journal entry — 

Dr Stores Control Account 

Cr General Ledger Adjustment Account 
(Purchases) 

The Cost Ledgers have now been opened on the double- 
entry pnnciple, and if the Purchases Account is regarded 
as an “ Adjustment Account,” the Cost Ledgers will be 
" self-balancmg ” 

The Stores Control Account m the Cost Ledgers will 
not be concerned with quantities, as its chief purpose is to 
provide a check on the value of all matenals received and 
issued, and also to show the values of stocks on hand at 
any time 

The check upon quantities is provided by the Stock 
Record Cards, which are maintained m the Cost Depart- 
ment, and are fully described m Chapter IV 

The process of transferrmg the actual amount of pur- 
chases IS repeated each month, so that at the end of the 
year the total amount charged to the Stores Control 
Account in the Cost Ledgers will agree with the total value 
of purchases made as shown in the Tradmg Account 

Usmg the figures which appear m the Trial Balance, 
page 3, Chapter I, the Stores Control Account would 
appear as follows — 

STORES CONTROL ACCOUNT (RAW MATERIALS) 
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STORES CONTROL ACCOUNT (FINISHED GOODS) 


Dr WORK IN PROGRESS ACCOUNT Cr 



It Will be noted that we have opened two Stores Control 
Accounts and a Work-m-Progress Account The one stores 
account is required for the purpose of controlling the values 
of raw matenals, and the other to control the value of 
fiiushed goods It was necessary to analyse the value of 
stocks on hand at rst January (which appears in the speci- 
men Trial Balance on page 3 Chapter I, in ordei that 
the control accounts could be set up in a proper manner 
The opening balances in the three control accounts wiU, 
therefore, balance with the total inventoiy on ist January 
The Stores Control Account (Raw Matenals) is the 
account with which we are concerned at the moment, and 
is the only one that has been referred to m the chapter 
The Stores Account of Fmished Goods represents the stock 
on hand at ist January of goods ready for sale This 
account will not enter into our discussion again until after 
the vanous methods of accounting for materials used in 
the process of manufacture have been dealt with, and when 
such matenals have been converted mto a saleable product 
The Work-in-Progress Account is an account which is 
brought mto use to control the value of the work whilst it 
IS in process of manufacture m the plant This account 
will not enter mto the routme of control untd the work is 
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completed and transferred into the Finished Stores It 
will, therefore, be dealt with in a later chapter 
The above specimen of the Stores Control Account (Raw 
Materials) only takes into consideration the debit entries 
It is given in tins form simply to illustrate clearly the first 
step in the cost control of materials 
Having debited our Stores Control Account with the 
values of materials that have been received, we shall now 
proceed to examme the methods generally used for record- 
ing quantities, so completing the analysis and check of 
all matenals received and consumed in manufacture 
Stock Record Card The most convenient method for 
the Cost Department to record the quantities of each item 
IS by means of a card system or a loose-leaf book 
In those busmesses where the number of mdividual items 
IS small, a loose-leaf Stores Ledger will sometimes meet all 
requirements, but where there is a large number of items 
and the records are in constant use, cards are more smtable 
A specimen of a Stock Record Card which is kept in the 
cost department is given (Form No i), from which it will 
be noted that a full descnption of the material is inserted 
at the head of the form, together with the number of the 
bin or rack in which the material is contamed or stored 
It wdl be remembered that our Stores Control Account is 
debited with the values of matenals purchased at the end 
of each month, but as we shall be receiving goods almost 
daily, and as aU or some of the matenals may be issued for 
manufactunng purposes before the end of the month, it 
becomes necessary to make provision for recordmg all 
receipts, so that the Stock Record Card can be written up 
immediately the matenals are received into the stores 
Goods Received Book As the matenals are received 
by the storekeeper, a record is obtained by makmg an entry 
mto a Goods Received Book of the quantity and descnp- 
tion of the materials, by whom supphed, and any other 
necessary information 
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The Goods Received Book is usually ruled m duplicate, 
so that at the end of each day the sheet can be tom out 
an^ sent to the office, when it is then available for checking 
the purchase invoices 

We therefore make use of the Goods Received Book 
and post to our Stock Record Card particulars and 
quantities of all matenals received 
A Goods Received Book may be ruled m various ways 
to suit the particular requirements of a busmess The 
example shown below (Form No 2) is given to indicate the 
type of record that is now referred to 


Form No 2 


GOODS RECEIVED BOOK 

No 

193 



No 





riuui 

Consigned 


Partlculais 

Condition 

Receiving 

Clerk 

Posted 



] 






Bin Card' On receipt of the matenals m the stores, the 
storekeeper will place them in the bin or rack, so that they 
wih be available for use when required, and wiU then enter 
on a Bm Card (Form No 3) the quantity in the "In’ 
column and adjust the "Balance” column 
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The Bin Card is hung on a hook outside each bin or 
rack, as this card must be available for entry whenever 
goods are placed in or taken out of the bin 
The goods havmg been placed m stock and a proper 
record made on both the Stock Record Card and Bin Card, 


Foym No 3 



the first step towards the control of materials has been 
completed 

The Bm Card is the storekeeper’s chief record of all 
receipts and issues, and as goods or matenal are received 
into stock they are entered on the respective Bin Cards, 
hkewise, all issues fiom stock are entered at the tune they 
are handed to the workmen The balance as shown on this 
card should, therefore, be the actual amount of stock on 
hand 

As similar entries are also made on the Slock Record 
Cords, which are kept in the Cost Department, it will be 
seen that both the Bm Card and Stock Record Card should 
be m agreement at all tunes The use of these records pro- 
vides the means of check between the Cost Department 
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and the Stores m regard to the quantities of each item in 
stock The check upon the values of stock on hand is made 
hy means of the Stoies Control Account This check upon 
values will be explained fully after the various methods of 
issuing stores have been dealt with in Chapter IV 

It has been necessary up to this point to presuppose a 
system in order to illustrate the principle of the cost con- 
trol of materials The system presupposed or the ruhngs 
of forms given must not be taken as the only method that 
can be adopted in any system of costing Prmciples are 
illustrated only, and the method of applymg these prm- 
ciples must be determmed by the pecuhar conditions that 
are found in all busmesses The student, therefore, should 
thoroughly undei stand that the mtention is to teach prm- 
ciples m the first place, and that the practical apphcation 
of these prmciples wiU be dealt with m subsequent chapters 



CHAPTER IV 

ACCOUNTING TOR MATERIALS {C07ltd ) 

Before proceeding with a detailed consideration of stores 
accounting, it may be well to note that the matenals 
purchased by a manufacturing concern may be utilized in 
two ways They may be worked upon for the specific 
purpose of changmg the form or shape or combinmg with 
other materials m order to produce a saleable product 
Direct Materials 

Materials for this purpose are loiown as Direct 
Materials, and the manner m which they aie used is such 
that they can be coriectly measured and charged direct 
to the job, order, or process For instance, in the case 
of a business engaged m the makmg of smts, the quantity 
of material and hnings used can easily be ascertained, and 
the correct quantity charged to an order for one suit or a 
batch of suits 

Direct matenals may therefore be defined as — 

Matenals which can be conveniently measured and 

which can be directly chargeable to the cost of the 

product 

Examples of Direct Materials in different mdustries are 
as follows — 

Engineering Plant Castings Sheet, bar, and angular 
metal, etc 

Cabinet Making Timber 

Paint Industry Oils, pigments, white lead 
Indirect Materials 

There are, however, certam other materials which cannot 
be so easily measured and charged direct to the order, but 
which are necessary if the workmen are to complete their 
tasks Such matenals are known as Indirect Materials, 
and, m the case of the " ready-made ” clothing business, 
36 
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Will include cottons, braid, stifEemngs, pins, chalk, buttons, 
etc In addition to these, there wiU be vanous other items 
which are used to maintain the plant m good running 
order, such as belting for drivmg machmes, timber, and 
nails for repairs, oil, grease and cotton waste , caretakers’ 
supplies, such as soap, brooms, dusters, utensils, and metal 
polish, etc As these cannot be charged as a general rule 
to any specific order, they are all classified as mdirect 
matenals 

Indirect matenals may therefore be defined as — 
Materials which cannot be conveniently measured and 
cannot be directly chargeable to a product, but only 
apportioned accordmg to some logical method 
Further examples of mdirect materials — 

Engineering Plant Solder, emery paper, chalk for 
pohshing, and sundry items for mamtenance of the Plant, 
Machmery, and Buildmgs 

Cabinet Maigno Nails, screws, glue, sandpaper and, 
m some cases, stain, varmsh, and pohshmg materials, 
pumice powder, etc 

Paint Industry Vanous flmds for cleamng machmery 
after each mix, etc 

A thorough understandmg of the difierence between 
"Direct” and "Indirect” matenals is important, as the 
correct analysis of the material cost mto these two mam 
divisions IS the first step towards the more detailed analysis 
that is to foUow when de aling with the costs of mdividual 
articles 

Issues from Stores 

In Chapter III we learned that the goods were placed in 
stock, and that a proper record was made on both the 
Stock Record Card and Bm Card FoUowmg this routme, 
we shall see how the records are made of aU issues from 
stock, and the basis of pncing these issues and chargmg 
our costs with values 
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Stores Requisitions With well-organized stores the 
storekeeper is never allowed to issue any materials unless 
an order in writing, signed by a responsible official, is pfe- 
sented to lum A specimen Stores Requisition is given 
(Form No 4), from which it will be noted that, in addition 
to describing the quantity and nature of materials, the 
works order numbei for which the goods are required is 
quoted 

A Works Order is a written instruction issued by the 
works manager to his foreman authonzmg the manu- 
facture of one or a quantity of articles With a system 
of job costmg, our object is to ascertam the cost of each 
Works Order, 1 e each job The Cost Department, there- 
fore, opens an account for each Works Order issued, so 
that, as and when we have collected all the items of 
materials, wages, and expenses for the particular order, 
ue can post the amounts to the accounts and so arrive at 
the total cost of the job 

The storekeeper, on receipt of a Stores Requisition, 
issues the materials, enters on his Bin Card the date 
and requisition number, the quantity given out m 
the " Out " column, and adjusts the figure in the 
“ Balance ” column He then initials the Stores Requisi- 
tion and sends it to the cost department On receipt of 
the Stores Requisition in the cost department, the stock 
record clerk refers to his card bearing the same bm number 
as that stated at the foot of the requisition (which was 
inserted on the requisition by the storekeeper at the time 
of the issue of materials) and then books out the materials 
m the "Out” column He next niserts on the Stores 
Requisition the pnee of the materials, which figure he 
takes from the left-hand columns of his Stock Card 

The only object of mserting on the Stock Record Card 
the pnee at which the goods were ongmaUy purchased is 
simply for the purpose of pnemg our stores reqmsitions 
As and when orders are placed for materials, the office 
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copy IS passed on to the cost department, so that a record 
can be made of the date and price at which the matenals 
have been bought 

There has now been effected a complete record of the 
movement of all materials in quantities up to the point 
where they ore given out for manufacture At the same 
time we have provided the basis for checkmg such issues 
and the balance of stock that should be on hand at any 
time (Note that we are now only concerned with the 
direct materials, as the treatment of indirect materials will 
be considered in a later chapter deahng with indirect 
expenses ) 

Recording in Costs 

The next step to be considered in the costing of materials 
is to record the cost of all material issued against each 
order or process The first objective m this durection, how- 
ever, is to provide the figures for crediting the Stoies Con- 
trol Account m the Cost Ledgeis with the ioial value of 
all issues 

In Chapter III it was explamed that as purchases were 
made and the matenals or goods dehvered, we debited the 
Stores Control Account with their value Specimen Journal 
entnes were also given in further explanation of the prin- 
ciples of control that must be exercised over aU functions 
of a manufactunng concern On page 38 the pnnciples 
underlymg the issues from stores were dealt with It 
follows, therefore, that we must firstly ascertam the values 
of matenals issued and credit Stores Control Account, the 
corresponding debit entry bemg placed agamst each works 
order 

Pricing Stores Requisitions 

It wiU be remembered that after the cost department 
had recorded the “ quantity ” issued on the Stock Record 
Card, the price of the matenals was then mserted on the 
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Stores Requisition This pncmg of the Stores Requisition 
does not present any difficulty so long as all materials 
have been bought at the same price, but should each 
purchase be made at a different price, we must deade how 
and at what figure the reqmsition is to be priced 
Whenever it is possible to keep a record of materials by 
lots, they should always be figured at their actual purchase 
price The system already descnbed enables this to be 
done A simple illustration will explam the method of 
piicmg all stores issues at theu actual purchase price 


Ordeebd and Received Stores REgoisraoNS Priced 


Date 

Quatttity 

Pnce 

Date 

Quantity 

Pnce 

Miy 1 

500 

e/- 

May 2 

300 

■zj- 

, 19 

750 

2/3 

20 

. 23 

250 

300 

100 at 2/- 
150 at 2/3 

2/3 


Bearmg m mmd that cost accountancy is only concerned 
with recording conditions as they actually exist, and not 
with estimatmg them, it follows that any method of 
pncmg matenals which has for its basis the averagmg of 
the purchase pnce wiU prevent us from arrivmg at the 
true matenal cost It will, therefore, be seen that the 
actual purchase pnce is very necessary where the pnces 
of matenals fluctuate violently 
There are, however, four basic methods of pncmg stores 
issues — 

1 At actual purchase pnce 

2 At average purchase price 

3 At market pnce at time of consumption 

4 At purchase price of highest price stock 

The method explamed on page 38 is the actual purchase 
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price and is the one most commonly used The remaining 
methods are used m certain cases, but their use is deter- 
imned by the nature of the industry which is being earned 
on and the method of cost finding m use, etc 

Charging Materials to Jobs 

From the Chart (Fig 2, page 20) it will be observed that 
all Stores Reqmsitions foi each Works Order must be 
charged to the Cost Account beanng the job or works 
order number — a necessary procedure if the cost of materials 
used on each order is to be ascertained This charging of 
materials m our mdividual job costs could be done simply 
by taking each Stores Requisition as it is received m the 
cost depaitment and postmg the values to the particular 
works order number 

When a large number of separate orders are dealt with 
this method would be far too expensive on account of the 
large amount of clerical assistance that would be required 
therefore, a considerable amount of time and labour would 
be saved if the requisitions were dealt with at the end of 
each week or month by summanzing them imder their 
works order numbers on to a sheet and then posting the 
total of each summary to the Cost Account in the Job 
Cost Ledgers 

A convenient and simple metliod of summanzuig the 
values shown on aU Stores Requisitions pertaining to each 
Works Order is to sort the requisitions by works order 
number, and to list the values on an adding and hsting 
raachme The totals so arrived at are then posted to the 
respective cost accounts in the Job Cost Ledger 

Job Cost Ledger 

Reference has now been made to two Cost Ledgers, each 
servmg a special purpose One contains the details of the 
cost of all work done (the Job Cost Ledger), and the other 
(the Cost Ledger) contains all the Cost Control Accounts 
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which form the connecting hnk with the ordinary financial 
books of the concern 

A specimen sheet of a Job Cost Ledger is given (Form 
No 5) It IS specially ruled so that the detailed costs of 
each order can be tabulated and the total of each element 
shown separately The front of the sheet contams partic- 
ulars of the labour cost and an analysis of the workmen’s 
tune On the back is noted the description and quantities 
of the matenals used 

It wfil be noted that the mfoimation relatmg to matenals 
issued can be mserted in two different ways on the back of 
Form No 5 We can hst our Stores Requisitions as ]ust 
explamed and post the totals of this hst weekly or monthly , 
alternatively, we can post each requisition, quoting the 
senal number and a descnption of the materials, etc , 
used 

Crediting Stock Account 
In order to complete the entnes ui connection with our 
Stores Account m the Cost Ledger, we have yet to credit 
this account with the values of direct materials issued 
If a large number of requisitions have to be dealt with, 
the clerk responsible for the extensions and additions, etc , 
IS usually provided with a mechamcal calculatmg machme, 
which IS available for extendmg and summanzmg aU the 
issues for the week or month 
As previously mentioned, the treatment of the stores 
requisitions will depend upon the number received each 
day Where only a comparatively small number have to 
be posted at a time, this can quite convemently be done 
by checkmg each requisition and postmg the amount to its 
respective* account The reqmsitions, after they have been 
extended and checked m the first place, are sorted accord- 
mg to ]ob numbers m order to facihtate the work of postmg 
When a large number of works orders are passmg through 
the factory, the number of reqmsitions that have to be 
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dealt with will be so great that a more speedy and econ- 
omical method has to be adopted In this direction it is 
as weU to note that the summarizing of the material cost 
of each order is more often deferred until the order is com- 
pleted In such cases the stores requisitions are sorted and 
filed under job numbers during the period that the work is 
in progress 

Upon the cost department being notified each day that 
certain orders are completed, the requisitions are taken out 
of the file and summarized upon a materials collecting sheet 
or totalled by the aid of a mechanical adding and listing 
machine, and the values are then posted in the usual way 
to the accounts m the Cost Ledgers 

With the above method m use, it becomes necessary to 
summarize all requisitions for the week in older that the 
value of materials issued is obtained foi the purpose of 
crediting the Stores Control Account This work must 
therefore be done before the stores requisitions are soited 
and filed under their respective job numbers, and the final 
summary can be very easily and qmckly prepared by pass- 
ing the requisitions through the mechanical adding and 
listing machme 

From the figures so obtamed a Journal entry is made 
and the items posted to the Cost Ledger, together with the 
original summary 

Having ascertamed the total value of dnect matenals 
issued by any of the above methods, a Journal entry can 
now be made, creditmg the Stock Account and chargmg a 
Work-m-Progress Account, as follows — 

Dr Work in Progress (Materials) Account 

Cr Slock Control Account (Raw Materials) 

It will now be seen that if our Stock Account is '' ruled 
off” after makmg the above entry, the figure brought 
down wiU represent the value of the matenals which are 
on hand Such a figure (easily ascertamed) makes it 
possible for a manufacturing concern to prepare its monthly 
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accounts with more accuracy than when values of stocks 
are estimated, which is generally the case when Cost 
Accounts are not in use 

Contmuuig with the example of the Stores Control 
Account which was illustrated on page 29, we would sum- 
marize the values of direct materials used and post the 
totals, say, each month Our Stores Control Account 
would then be as follows at the end of the year, 1 e 31st 
December, 193 It wiU be noted that after crediting all 
issues from stores, the balance earned forward as at 31st 
December is the value of stocks on hand This figure will 
be the commencing balance for the ensumg period 


STORES CONTROL ACCOUNT (RAW MATERIALS) 



Work -in -Progress Account 

When ]oumahzing the value of matenals issued, the 
effect was simply to transfer the values from the Stock 
Account tp another account, called a Work-in-Progress 
Account, both of which are contained in the Cost Ledger 
This transfer of value from one account to another coincides 
with the transfer of matenals from the stores to the works 
for manufacture 
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The Work-m-Progress Account is an account charged 
with all the expenditure in materials, wages, and expenses 
The object of employing such an account is to assist in 
controlhng this expenditure whilst the work is being per- 
formed in the factory, and to enable ascertainment of the 
value of work that is passing through the factory at any 
time Therefore as and when a particular job or Works 
Order is completed, we credit this account and charge to 
our Finished Stores the works cost of the finished goods 
that have been made The Work-m-Progress Accomit will, 
therefore, only contam figures which relate to tlie work 
that is actually %n progress 

Maintenance of Stock 

As the manufacture of goods proceeds, and the storekeeper 
contmues to issue matcnals each day, it is obvious 
that some provision must be made for replenishing his 
stocks In the case of standard or general stock hnes, 
1 e those materials which are always m daily demand by 
the factory as opposed to any special items that axe only 
required to fill a customer’s particular order, there is fixed 
a MAXIMUM quantity for each item which should be m 
stock at any time, and also a minimum quantity, i e a 
quantity below which the stock should not be allowed 
to fall 

The maximum and mimmum figures are entered in the 
space provided on both the Bm Card and the Stock Record 
Card When the storekeeper observes that any of his 
stocks have fallen to the mimmum (or re-order quantity), 
he immediately sends a note to the cost department re- 
questing that a further quantity bo ordered, tlius prevent- 
mg his stock completely running out This note, winch is 
generally referred to as a Purchase Requisition, is 
checked with the Stock Record Card If the two records 
agree, the Purchase Requisition is then passed on to the 
purchasmg department for their attention 
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Perpetual Inventories 

With the method of stores accountmg m use as described 
above, one will often find that the annual process of taking 
stock IS dispensed with, and m its place is adopted a 
method of continuous check of stocks With this method, 
which IS also known as “ Perpetual Inventories,’ the 
storekeeper is allotted a fixed number of bins, which 
have to be coimted and checked each day At least once 
in each year the contents of every bm in the stores are 
counted and the actual quantities on hand checked with 
the Bm Card and Stock Record Card A further check is 
also made at the time when the storekeeper notes that any 
item of stock has reached the re-order quantity Should, 
therefore, any difference be discovered between the 
quantity m stock and that shown on the Bm Card and Stock 
Record Card, the necessary adjustments are made at the 
time the Purchase Requisition is passed by the Stock 
Record clerk 

Whenever a Bm Card has to be corrected, the same 
alteration has to be made on the Stock Record Card as 
well To ensure that this is done, the storekeeper should 
not be allowed to alter any of his Bm Cards, but should be 
mstructed to pass them on to the Stock Record clerk, who 
can then effect the necessary adjustments of both records 

The checking and comparmg of the actual quantities of 
matenals m the vanous bms with the amount as shown 
on the Bm Card and Stock Record Card are most important 
In order that a permanent record can be made of this 
work, the storekeeper is usually provided with a specially 
ruled book or loose sheets on which to record the results 
of his daily count of a fixed number of bms 

The book or sheets (of which Form No 6 is a specimen) 
are then passed on to the stock record derk, and the figures 
compared with those on his record card Whenever a 
difference occurs, the detailed entnes appearmg on the Bm 
Card should be checked with those on the Stock Record 
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Card It may happen that an error has been made in 
bnnging down the balance on hand ” figures, or that the 
storekeeper’s assistants have omitted to enter one or more 
of the issues If there is still a discrepancy (after checking 
and correcting the entnes where necessary), it is desirable 

Form No b 

RECORD OF BIN INSPECTION 

No 

Made on day 19 By 



that the contents of the bin (or bins) be again counted 
Any difference will now be corrected, and if an alteration 
m the Stock Record Card and Bin Card is necessitated, the 
value of such difference or alteration is inserted by the 
stock record clerk in the appropriate columns of Form 
No 6 

The rectification of Bm Cards and Stock Record Cards 
will entail an entry m our Cost Ledger to adjust the values 
of our Stock Account In those cases where the quantity 
of stock on hand is found to be less than that stated on 
the Bm Cards, etc , the entry will be a credit to Stores 
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Control Account and a debit to a "Store Losses and Shnnk- 
age Account ” 

It IS important to note that corrections of the Stock 
iJecord Cards or Bm Cards necessitate adjustmg the 
Stores Control Account This is usually done once each 
month by talong the total of both the plus and imnus 
columns and preparmg a Journal entry to transfer the 
respective amounts to a " Stores Losses and Shrmkage 
Account ” 

Stores Losses and Shrinkage 

The Stores Losses and Shnnkage Account is an account 
to which IS charged any loss due to the breakmg up of 
bulk matenals for issue m small lots, as would have to be 
done m the case of a keg of nails, gross packets of screws, 
nvets, etc , and in makmg allowances for the “ turn of the 
scales ” when weighmg out quantities of matenals such as 
brass stnp or other metals, soldei, etc , m the engineermg 
trades, and glue in the cabinet makmg industry 

Manufacturmg concerns which have their stores orgamzed 
upon the above prmciples are m a position to place a 
check upon the consumption of all materials and to locate 
and ehmmate waste In fact, they give as adequate a 
control over matenals, or money in another form, as do 
the accounts m the financial ledgers and actual cash 
receipts and pa5mients 



CHAPTER V 

ACCOUNflNG FOR LABOUR 

The treatment of labour as an element of cost will follow 
slightly different lines from that already described for 
matenals m the previous chapter 
In the first place, provision must be made for recording 
the attendance of each woikman at the factory for the 
purpose of ascertammg the amount of wages that has to be 
paid to him at the end of each week 
Secondly there must be provided a suitable method of 
control of values, as was done with materials, so that all 
money spent in wages each week can be controlled and 
reconciled in total with the financial accoimts 
Thirdly, a record has to be made of the detailed times 
each workman has spent on a separate Works Order, so 
that the labour cost of each job or process may be 
ascertamed 

It wiU be observed from the above that there are two 
separate records of time and one of total value for the 
purpose of control only The two records of time axe 
quite separate and distmct The first forms the basis 
for compilmg the pay roll or wages book at the end of each 
week by usmg what are known as Gate Cards , the second 
is an analysis which is obtamed by the use of Job or Time 
Cards for charging individual costs with the correct amount 
of labour expended thereon These two records, however 
are so arranged that an effective check is provided on all 
work done, and m those cases where a manufacturer pays 
his workman a bonus for good work in addition to his 
ordmary pay, the Job Card is used to provide the necessary 
data 

Direct and Indirect Labour 

When discussmg the question of matenals ui a previous 
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chapter, it was pointed out that matenaJs used by a manu- 
facturing concern may be utihzed in two ways, and that 
m our Cost Accounts they were classified as direct matenals 
and mdirect matenals Similarly, the labour hired will also 
be utihzed in two ways It may be employed m perfonmng 
work directly on a works or production order, in which case 
it can be measured and directly allocated to the works 
order Such labour is classified as Direct Labour On 
the other hand, labour may be employed in such work as 
repainng machmery, dnvmg a crane, sweepmg the shop 
floor, or m supervismg the direct workers In such cases 
it IS not possible to charge the labour to any specific works 
order on the basis of the actual work done, although without 
such labour it is probable that the direct labour could not 
have been apphed with equal proficiency Such labour is 
classified as Indirect Labour, and because it is necessary 
to the efficient conduct of the busmess, this labour is 
included in the Estabhshment Expenses 
Direct Labour may therefore be defined as — 

The labour used in performmg work directly upon a sale- 
able article, and which can be measured and correctly allo- 
cated to the article, order, or process 
Indirect Labour may be defined as — 

Labour which cannot be directly measured or charged 
to a specific article, order, or process, but which can only 
be apportioned according to some logical method 

Recording Attendance at the Factory 

There are a number of ways of recordmg the time a 
worker enters and leaves the factory, but all of them may 
be classified mto three groups — 

{a) Wntten records (c) Mechanically prmted 
(6) Metal checks records 

( a ) Written Records A written record of the arrival 
and departure of workers — a legacy of the antiquated 
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methods of factory management years ago — was, perhaps, 
the first method used Owing to the many disputes that 
mvariably arose through inaccuracies and differences, etc , 
the method has been modified and amplified m several 
ways 

4 Time Book is generally used, the actual method of 
wntmg up this record varymg in almost eveiy case With 
the very small concern, the Time Book would be placed in 
some convenient position at the entrance to the factory, 
so that each worker could sign his name therein when 
entermg or leaving every mornmg and midday, etc , but 
with the larger concerns it was found necessary slightly to 
modify the method on account of the considerable delays 
caused by the time taken when signmg the book 

The time clerk or gatekeeper would, therefore, stand at 
the entrance to the factory and note the names and time 
of each worker entering the plant mornings, midday, etc 
In some instances, it was the practice foi the time clerk to 
go round each department durmg the mornmgs and after- 
noons and enter the names of each worker, and so compile 
the register of attendance It wiU readily be seen that any 
of the above methods are most unsatisfactory Disputes 
in regard to errors of bookmg time can never be settled to 
the satisfaction of employei or employee 

(&) Metal Checks A method which was thought to be 
an improvement upon the above was to piovide each work- 
man with a numbered brass check These checks weie 
arranged in numeiical sequence upon time boards placed 
outside the gatekeeper’s office As each workman entered 
the factory, he lifted his numbered chock from the board 
and dropped it into a box near by, then pioceeding to his 
bench or machine At a stated time, usually jtiVo minutes 
after staitmg times, the box contammg the checks was 
removed by the gatekeeper and the numbers on each check 
entered into a Tune Book The numbers on the checks 
remaining on the time boards, representing the absentees. 
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weie then enteied on a separate sheet and both records 
sent to the wages clerk for compiling his wages book 
This method, however, was found to be as unrehable as 
the former Disputes arose in many mstances which could 
rarely be settled to the workman's satisfaction owing to 
the absence of a rehable written record of the times he 
entered and left the works It was not uncommon also 
for a workman to " hft ” his absent friend’s check from 
the board and drop it mto the box with his own, thus 
registering the attendance of absentees 
Various other methods were introduced from time to 
time, but aU of them were marked by the same difficulty, 
namely, the absence of a rehable and indisputable record 
made by the workman himself 

(c) Mechanically -printed Time Recorders Eventu- 
ally, mechanical time recorders were mtroduced, and it is 
now recognized that a mechanically-printed record of the 
tune of arrival and departure is necessary if an mdisputable 
and accurate lecord is to be obtamed 
The chief advantages derived by the use of time recorders 
may be summanzed as follows — 

1 They prevent disputes m regard to time, as a worker 
can see for himself the time that he has registered 

2 Thej- enable a correct allocation of the times spent 
on various jobs or processes to be obtamed 

3 They allow the system of tune bookmg to be easily 
modifaed or amplified to smt changmg conditions, because 
they can be readily mstalled in any part of the factory 

Gate Cards 

When mechamcal tune recorders are used, each employee 
IS provided With a form, known as a Gate Card, upon which 
he records the time he enters and leaves the factorj. Many 
other terms are used when referrmg to this card, such as 
Clock Card, Tune Card, Wages Card, Time Ticket, etc , 
but none of these descnbes the particular form as correctly 

5-(B i835) 
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as the terra Gate Card A specimen Gate Card is given 
(Form No 7) from which it will be noted that theie is 
inserted at the top of the card the workman’s name and 
his clock number together with the date of the “ pay week 
The “times’ are registered upon the body of the fonn 
and at the foot is a summary of the worlonan’s pay for the 
week 

With small concerns, the time recorders and racks for 
holding the cards are usually placed in some convenient 
position in the factory, so that the same tune recorders 
may be used for bookmg time to jobs as well as for record- 
ing the attendance at the plant In such cases, four card 
racks are usually provided, two of which will contain the 
gate cards and two the job cards The two racks contam- 
mg the gate cards are placed one on each side of the clock 
and are known as the “ In ’ and “ Out’’ racks 

With large concerns the clocks are usually placed at or 
near the gates and m charge of the gatekeeper or chief time 
clerk, as it is usual that a method of supervismg the men 
during the process of clocking " in and ‘ out ’ be mstituted 

We will now see how the Gate Cards are dealt with m 
the factory For the purpose of illustration it will be 
assumed that the works employ fifty worlanen and that 
each one is paid on the day rate system, 1 e he receives so 
much per hour for every hour worked, irrespective of the 
quantity of work he does The pay week commences, 
say, on the Thursday and ends each Wednesday, and all 
wages are paid on the followmg Friday The wages clerk 
prepares the Gate Cards by wntmg the name and clock 
number of each workman at the top After the worlcmen 
have gone home on the Wednesday evenmg the cards are 
placed m nuftierical order in one of the racks, ready for use 
on Thursday raommg 

As each workman arnves in the morning he takes the 
card bearmg his clock number from the rack on the one 
side of the clock This rack is usually known as the 
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‘ Out ’ rack He then places it in a slot m the clock and 
registers the actual tinu The caid is then placed in the 
second rack, the " In rack on the othei side of the clock 
When leaving the woiks at midday, the workman takes 
his card from the "In’ rack, registers his time, and then 
places it in the "Our" lack This process is repeated 
every time the workman enters oi leaves the premises in 
the morning, midday and evening 

Calculating and Making -up Workmen’s Pay 

At the end of the pay week, i e Wednesday evening, the 
wages clerk collects ail the cards from the racks, replacing 
them with fresh ones which have previously been made 
out for use during the ensuing week 

The number of hours the workman was m attendance 
on each day is now ascertained and entered by the wages 
clerk in the fourth column, headed ‘ Orduiaiy Time,’ and 
the total time to be paid for is inserted at the foot The 
summary at the foot of the card is now completed, and 
deductions for National Health and Unemployment 
Insurances, and any subscnptions to sports club, etc , 
made, and the net amount to be paid ascertained 

Pay Roll 

We have now ascertained the total ‘‘lime and calcu- 
lated the net “amount” p lyable to each workman There 
remams the writing up of the “pay roll” (or Wages Book) 
in order to ascertain the total wages payable for the pay 
week under review The gate cards are therefore soited 
into numerical order, i e by clock number, and entered in 
the pay roll, wlucli is ruled m a similar mannei to Form 
No 8 If wages aie paid m cash, a cheque Vl'ill be made 
out for the total amount as shown m the pay rob. and 
to ensure that a sufficient number of coins of the exact 
denoramation shall be obtained from the hank, the wages 
clerk prepares a summary showing how the total amount 
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IS to be made up This is done by lunning down the 
column headed ‘ Net Amount Payable ” and counting 
the numbei of pound notes ten-slulhng notes, h ilf crowjis 
two-shillmg pieces, shillings, sivpcnces, and coppeis re- 
quiied The imount to be p iid c ich woikin ni is pi leed in 
an envelope oi tin box, ind the money issued to each man 
on Ills departure Fnd ly evening 

It will be noted from the ilhistiation of the pay roll 
(Form No 8) that a separate sheet or sheets are used foi 
each department Ihis is usually found the most con- 
venient method of arranging the pay roll when a sepaiate 
total for each depaitment is required 
The ictual method of an urging i pay roll will ditfei 
among t ompanies, as the iiiforaiation lecpiiied by one eon- 
cein may not be siutablc to mother flic method of cost- 
ing used, 1C Job 01 Plot ess Costing, etc . will detcimme 
the style of pay loll in most cases Furthti examples of 
pay lolls will be given in subsequent lessons dealing with 
the several methods of cost finding 

The primary object of a pay roll is, first, to provide a 
medium for summarizing the amount of wages payable to 
each worker m order that a “ total ’ can be obtained and 
secondly, to form a permanent record of all wages paid 
each week 

Gate Cauls are usually enteied on the pay roll by the aid 
of an accounting machine The machines used for this 
purpose will accumulate the total amounts of each column 
and also cross add, so proving the correctness of all entries 
by balancing the gross with the deductions and net columns 
The method just described dc ils with the recording of 
an employee’s tune spent in the factory only It does not 
take mto consideration any method of payment by lesults, 
such as the piece-work or piemium bonus methods, etc 
In deahng with time records, it will be remembered that 
there are two mam divisions mider which these records are 
arranged First, we have a record of the time spent m the 
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factory and, secondly a record of time spent on the ]ob 
The record of the time spent m the factory forms the pri- 
mary basis of calculatmg the woikei’s pay each week As 
this IS the only subject that has been dealt with m the 
above descnption, it remams to explain how provision is 
made for analysing the amount of wages paid to both 
direct and mdirect work 

Booking Time of Direct Labour 

The principal reqmrement of Cost Accounting is accuracy 
and any system must have for its foundation a rehable 
source of information In almost every instance the check- 
mg and analysing of the "time spent on the job” can only 
be done successfully by the aid of mechanical tune recorders 

There are numerous methods of booking time to jobs or 
works ordeis The particular method that wiU be used 
by any concern will be determmed by the class of industry 
carried on and the method of cost finding m use, for in- 
stance, Job Costmg will require a different method from 
Process Costing Likewise, Direct Labour will generally 
require a different method from Indirect Labour 

At the moment we are only concerned with bookmg the 
time of Dnect Labour to specific production orders or 
articles, etc , and the pnnciple of these methods can easily 
be understood from the followmg description 

Job Card 

A form known as a “ Job Card” is used with most methods 
A specimen of such a card is given (Form No 9) With the 
smaller concerns two card racks are usually provided, 
similar to those already described for holding the gate 
cards, one bemg headed "Jobs m Hand,” and the other 
“Jobs m Progress ” 

When a works or production order is issued to the works 
foreman, the necessary Job Cards are made out at the same 
tune A full description and quantity of the work to be 
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torm No 9 (Boi It ) 



done by each workman is inserted on the card, together 
with the Works Order No and the piece-work price, etc 
These Job Cards are placed in the rack " Jobs in Hand," 
so that they •wnll be available when the men are ready to 
start on the work The workman, upon commencmg, 
takes the Job Card from this rack, registers the time, 
and then places it in the " Jobs m Progress ” rack 
By using the two racks referred to the foreman can see 
what work is m progress and the number of jobs ahead 
He is thus able to keep m touch with the progress of the 
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work in eich depaitment When the job is finished, the 
workman takes his Job Card out of the Jobs m Progress ’ 
rack, registers the finishing time, and either hands the egrd 
to the foieman or drops it into a box labelled " Jobs 
Finished ’ These cards ue then collected by the foieman s 
clerk, the quantity of woik finished being checked and 
then noted in the space provided At convenient periods 
during each day all the completed Job Cards are passed 
to the wages clerk, who completes the calculations, and so 
ascertains the amount of piece work or bonus eammgs on 
each job 

With the above method the ruhngs of the Job Card will 
require to show all particulars of the work to be done, 
together with the quantities given out and finished, but 
in those cases where the cards art not ruled similar to the 
specimen Job (aid (Form No q), i "Work licket" on 
which instiaictions are given as to the work to be performed 
must be used 

A specimen work ticket is given, Foim No lo, from which 
it will be noted that full details of the work are inserted 
and space provided for noting the quantities inspected 
and passed 

On completion of the job, the Job Caid and the Work 
Ticket are dropped into the "Jobs Finished’ box 

Checking Job Cards with Gate Cards 

If each woikmui has been provided with continuity of 
woik, the total times as shown on the Job Cards will agree 
with the total time on the Gate Cud In ordei to prove 
the conectnoss of these lecords, the Job Caids for each 
workman must all bo summarized, and the total compared 
with the Gate Card Furthermoie, piece-work or bonus 
earnings of each workman must also be added together in 
order to ascertain how much has to be paid over and above 
his ordinary day rate Tlus summanzmg and checkmgis 
effected by the wages clerk when extendmg the figures on 



WORK TICKET No 22397 



'Jiih work lo Inspection Department as soon as possible 


Sise of Form, 5J' mde x. 3J' deep 





66 


PRIMER or COSTINCr 


the Gate Card at the end of the pay week, and to ficditato 
this work the hack of the Gate Caid (Foim No 7) is gen- 
erally ruled as shown in the illustrition (Fonn No ii) 

In describing the routine in connection with the Job 
Card it has been assumed that all the workmen were paid 
according to the piece-work system, but had there been in 
use a premium or bonus system the routine would have 
been ]ust the same only the ruling of the Job Cards (Form 
No 9) lequiimg alteiation On the front of the card space 
must be provided for the "Time Allowed” on the work 
and in place of the columns for piece-work prices, etc , 
theie appear suitable rulings to accommodate the calcula- 
tions of the bonus earnings is described on pages 80 
to 84, Chapter VI 

Charging Labour in Costs 
Having analysed aU our direct labour by the use of 
Job Cards, we are now in the position to charge the correct 
amount of labour that has been consumed on the respective 
works orders ]ust as we debited the works orders with the 
values of matenals used by means of the stores requisitions 
The routme in connection with the summarizing and 
posting of the amounts of wages and number of hours ex- 
pended on each ]ob will be similar to that described for the 
stores reqmsitions 

After completing the checking of the Gate Cards, the 
Job Cards are passed on to the clerks who are responsible 
foi compilmg the labour cost of each works order The 
routine in connection with the summarizing and posting 
of the wages and number of hours to each Cost Account 
wdl be similar to that desenbed for matenals, the Job 
Cards being filed imtil the work is completed or posted from 
day to day direct to the account m the Job Cost Ledger 
In those cases where the Job Cards have to be filed until 
the order is completed, it will be necessary to write up 
the several statistical records that are prepared from 






ACCOUNTING FOR LABOUR 69 

the details shown on the Job Cards before the cards are 
sorted and filed under their respective order numbers 

Record of Bonus and Piece-work Earnings 

A lecoid ot bonus and piece-woik earnings will usually be 
required For this purpose a card similar to Form No 12 is 
used A separate card is allocated to each article or to 
every single operation on such article The information is 
obtained from the respective Job Cards and the name of 
the operator quantity passed and rejected, and rate of 
bonus earned is recorded 

These records enable the cost department to notify the 
planning or other works department of any abnormal 
earnings so that the matter can be mvestigated, and the 
necessary steps taken Any alterations or modification 
following an investigation are noted m the remarks column 
The cards will thus contain a complete history of any 
changes made either in the rates of pay or method of 
manufacture 

Employees ’ Weekly Pay Record 

All classes of manual workers are assessed for mcome 
tav, and it is compulsory for all firms to make a return 
showing the total earnings of each employee over the 
standard amount 

To facilitate the compilation of this return a Record Card 
similar to Form No 13 is used, and the gross eammgs 
entered each week, either direct from the Gate Cards or 
the pay roll 

With the large manufacturing concerns there wfil usually 
be an employment department, whose chief duty is to 
ensure that a regular supply of the nght type of labour 
is always available In such instances the Wages Section 
Will have a separate record of the rates of pay for each 
workman, as the employment department will retain the 
employee's record card 
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The ruling of Rate Cards ” is very simple They 
will usually have the employee’s name, address, age, clock 
number and trade at the top of the form, and columns to 
note the commencing and subsequent rates of pay 

When separate Rate Cards are used, they will be the 
medium for issumg the Gate Cards and the checking of 
rates, etc , m place of the employee’s Record Card 



CHAPIER VI 

ACCOUNTING roR L\BOUR (contd) 

In the previoub chapter it was shown how all employees 
recorded the times of then arrival and departure at the 
works, and how the time spent on a paiticular works Older 
or article was also ascertained Reference was also made 
to the necessity of reconciling the times shown on the 
vanous Job Cards with the Gate Cird or Pay Roll In 
Older that this important phase will be properly imdei- 
stood, it IS desir ible th it the reader be conversant with a 
ceitdin part of the routine followed when a worker enters 
the employ of a works Ceitain records aic maini lined in 
the pay roll department which cntci into the reconciliation 
]ust referred to 

Engagement of Workers 

Upon the engagement of a worker, a record will be 
required of the man's name and the rate at which he is to 
be paid, so that all mfonnation necessary for the issue of 
the Gate Cards is available A record of employees is 
usually kept on the card system, all the cards relating to 
each department bemg filed together m the order of name 
or clock number If, therefore, a worker should be trans- 
ferred from one department to another, it will then be an 
easy matter for his card to be removed and placed amongst 
those relating to his new department The employee’s 
record card is ruled to accommodate full particulars, such 
as name and address, age, previous employers, trade, etc 
The commencmg rate of pay must also he shown and 
sufficient space provided so that any increases granted 
from tune to tune can be recorded As and when an 
employee leaves the service of the company, his record 
card IS removed and filed separately 


73 



ACCOUNTI^G FOR LABOUR 73 

Record cards aie generally used as the medium foi pre- 
paring all the Gate Cards each week and to guard against 
errors m rates of pay, etc , the Gate Cards are checked 
be/ore being placed in the card racks The wnting up of 
the pay roll will also be done from this same record, the 
work being usually performed mid-week, as the wages clerk 
will be fully occupied towards the end of the pay week in 
calculatmg and checkmg the details of each mans pay 
In the first instance, the preparation of the pay roll will 
consist only of insertmg the worker s clock number name, 
and rate, as the remainmg colinnns cannot be filled in until 
ifter the calculation of each workers tune has been 
completed 

There are many different methods of compilmg pay rolls 
With the smaller concern these records will usually be 
wiitten up by hand or by typewriter In some cases the 
various kinds of accounting machmes will be used as already 
explained m Chapter V But one will also find that the 
use of plates or stencils for use on the addressograph and 
other similar types of machmes will be veiy efficient 

The issue of the Job Cards will usually be done by the 
planning, progress, or other factory department, and the 
wages clerks will not generally be concerned with these 
until each man has completed his task, and the card is 
sent mto the office As and when the Job Cards are 
received, therefore the calculations of the piece-work or 
bonus earmngs wfil be completed and the cards temporarily 
filed under order of clock number or worker s name pendmg 
receipt of the Gate Cards, so that all the cards relating to 
each workman will be in the correct order for companng 
with the Gate Cards when received at the end of the pay 
week It wiU be remembered that the back of the Gate 
Card (Form No ii) was ruled, so that each Job Card could 
be entered thereon and the total hours summarized 

This summarizmg of the Job Cards is only the first step 
towards agreement with the Gate Cards The total number 
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of hours as now shown by this summary will agree only in 
a very few instances, as it viU icadily be seen that all 
work on the respective orders will not be completed at, 
say, 5 o clock on the Wednesdaji' evening It is, therefore, 
necessary to ascertain the number of hours each worker 
has booked to " ]obs in hand ” The actual checking in this 
direction will depend upon the routine in each factory In 
some instances it is the practice for the gate-keeper to make 
out a hst of all the Job Cards m the racks, quoting the 
clock number, order number, time and date each ]ob was 
commenced, whereas in other cases the wages clerk will 
go to the card racks, and refer to each Job Card, noting 
the order number and time commenced, etc , which he 
afterwards inserts upon the back of the Gate Card In the 
majority of cases the total number of hours spent on the 
various production orders, etc , will agree with the number 
stated on the Gale Card The calculations may be com- 
pleted, the amount of piece-work or bonus eammgs added, 
and the total pay arrived at Certain cards, however, may 
still show a difference, and the foreman of the men concerned 
should investigate the figures on the few remaining cards 
with a view to confirming any errors m booking of time, etc 
It IS the general practice for the gate-keeper or time clerk 
to prepare a hst of all absentees each mommg and midday 
by Iistmg all the Gate Cards remaming m the " out " 
rack at a stated time after the men have " clocked m " 
These hsts are sent to the Wages Section and checked with 
the Gate Cards before writing up the pay roll 
It has already been stated that if each worker is piovided 
with continuity of work aU the Job Cards for the week, 
when added together, will agree wuth the Gate Card, but 
as there will usually be a certain amount ofitime lost m 
changing over from one job to anothei, or for othei reasons, 
each worker will have clocked on to a "standing” or 
"service” order number when delayed in commencing or 
completmg lus next task 
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It must be borne m mmd that the system of service 
orders bears no relation to the works oi production orders 
referred to in eailier chapters A works order is an mstruc- 
tion to manufacture foi sale A service order is an instruc- 
tion for a service to be rendered by the works to the works 
Service orders are brought into use so that the cost of 
each class of " induect ’ work can be ascertained by chargmg 
to a separate order m a similai manner as was done when 
“diiect’ work was charged to a Works Order number to 
find the cost of each ]ob or article Such orders are some- 
times known as " Standmg ” orders The reason for naming 
tins class of order as "Standing” is due to then permanence, 

1 e they stand from month to month, and through them 
the indirect expenses or costs are controlled m detail, both 
in regard to mdirect materials and mdirect labour, and 
also other sundry mdirect expenses 
When agreeing the total times between the Job Cards 
and Gate Cards, as mentioned above, one will have Job 
Cards which relate to both works orders and service orders 
Having agreed the times shown on the cards, the pay roll 
can now be completed, the amounts entered m the remam- 
ing col um ns the pages added, and a final total ascertained 
The actual making up of the money mto tms or envelopes 
should not be done by the wages clerks , the pay loH should 
be passed on to the cashier 

It may be well to note that when the Job Cards were 
compared with the Gate Cards there was in almost every 
case a " cairy over” of time on ]obs in progress In order to 
facihtate the work for the ensuing pay week, it is a very good 
plan to msert on the back of the new week’s Gate Card the 
order number and number of hours which have been credited 
to the prevwus week If this is done, it will not be neces- 
sary to refer agam to the Gate Cards of the previous week 
With those concerns which employ a large number of 
workers the pay roll will invariably be arranged according 
to the departments, and to ensure that the Wages Section 
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are notified whenever a woiker is transfeired from one 
department to anothei, oi when a change is nude in clock 
number or occup ition, i “ Woiker s fr insfoi Note ’ is made 
out, cont lining pnticulais of the ti insfei or new clock 
numbei, etc horm No 14 is a specimen of such a fonn On 
its receipt in the pay loll 01 wages department, the necessaiy 
alterations on the employee's lecord card will be made, and 
a fresh Gate Card issued should the change lequire it 
With the above descnption of the routine m regard to 
the engagement of woikers, and the evplanation as to how 
those records are used in the lecoucihation of the Gate 
Caids and the Job Cards, a student should now be able to 
follow the essentials involved in this work of leconciliation 
— one of the miportant functions of the pay loll or wages 
department 

It lemains, however, to ts.pl un how the amount spent 
in wages is contiolled and also icconciled with the financial 
accounts, as was done with matcinils 

Wages Control Account 

The control of wages will proceed on sunilar hnes to 
that described for materials Contmuing with the illus- 
tration of the routine that was followed when describing 
the pay roll m Chapter V, the cheque drawn for wages will 
have been entered m the Cash Book and the item posted as 
a credit to cash (or bank), and a debit to Wages Account m 
the General Ledger We now prepare a Journal entry m 
the cost department, journalizing the total paid e ich week 
as follows — 

Dr Wages Control Account 

Cr General I-edger Adjustment Account (Wages) 

The process of journalizing the total amount of wages 
paid IS repeated each week At the end of the yeai the total 
amount so chaiged to the cost department must be the 
total which appears in both the General Ledger and the 
Trading or Manufactunng Account 
The cost department has now been debited with the 
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amount of the wages cheque, lud as tiiese debits uc made 
each week or month throughout the yen the Wages 
Control Account would appear at the end of the yeai /is 
follows — 


WAGES CONTROL ACCOUNl 


D> 


Cr 



Crediting Wages Control Account 
To credit oui Stock Control Account with the direct 
materials issued, we summarized all our stores lequisitions 
In a similar manner we must now analyse the wages by 
using our Job Cards, in order that we can conectly account 
for all moneys expended in wages m so fai as Direct Labour 
IS concerned The student will make special note that we 
have only dealt with the routme for analysing Direct wages 
by using Job Cards In Chapter V it was explained that 
there are two kinds of labour, i e Direct and Indirect The 
Job Caid is used for the recording of the time expended on 
the various jobs by the Direct Workers only The analysis 
of the time of Indirect Workers will be dealt with in a 
slightly different manner, fully explained in a later chapter 
The credits representmg Direct Labour to "the Wages 
Control Account can now be effected and a Journal entry 
prepared as follows— 

Dr Work in Progress Account (Direct Labour) 

Cr Wages Control Account 
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It Will be remembered that after crediting the Stock 
Control Account with the value of matenals issued, the 
balance lemammg represented the value of stocks on hand 
In the case of wages, however, there can be no stock of 
labour on hand, and we must account for all the money 
spent in wages each week 

The balance shown at this point in the Wages Control 
Account, therefore represents the amount of Indirect 
Labour stiU to be accounted for, which will be explamed 
in the foUowmg chapters dealing with Indirect Expenses 
The journalizmg of the wages amounts from the Wages 
Control Account to Work-m-Progress Account will comcide 
with the entries made in regard to the Diiect Matenals 
issued from stores This process is followed for the reasons 
explamed m Chapter IV when describing the purpose of the 
Work-m-Pi ogress Account 

The student will now observe that the moiement of 
production costs is bemg reflected in our Control Accounts, 
as the Work-m-Progress Account forms part of such control 
A specimen Wages Control Account is now given to embody 
the credit entries made up to this point 


WAGES CONTROL ACCOUNT 
Br Cr 
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to s/ioit' ihut tJiDC ^s */)// a diffiytnci, repri'^ttiiini’ bidinct 
Labour, to bi atcouiihd foi 1 fin liter Journal ontiy has yet 
io bt math at this stai^i but this mU hi fiillv i\plninid in tho 
followtHii chaptiis ) 

A spccimtn of the Woik-m-Piomess Vccomit cannot 
yet be guen is thcie me several other entnes to be 
made m tins account befoic we have completed the 
piocess of control, and these entries will be explained as 
they arise 

We have, however, reviewed the detail which brmgs the 
Work-iu-Piogiess Account into opeiation in so far as it 
relates to Libour, this being necessary to show the 
student the disposal of credits tluough Wage Control 
Account 

Methods of Remuneiatmg Labour 

It may now be well to review biielly the vanous 
methods of icnuinci iting laboiu foi work done, since the 
systems of booking tmie to jobs are affected by methods 
of remuneration, as, for instance, where the workmen 
are paid according to the amount oi quantity of work 
done 

Day Rate or Time Rate When descnbing the routine 
in regard to the pay roll, etc , it was assumed that all 
employees were paid at the rate of so much per hour, 
irrespective of the quantity of work performed This was 
one of the first methods used m factories, and is known as 
the Day Rate system For every hour or part of an hour 
worked, the employee is paid a fixed sum This method, 
however, is generally used as the basis for calculating the 
amount payable to induect workers, as the nature of their 
work is such that " time ’* is the only basis upon which 
their efforts can be valued 

Piece-Work In the case of direct workers, le men 
engaged on direct production, the day rate system is not a 
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satisfactory method, as the rate of pay is not co-related to 
the quantity of work done, and, consequently, there is no 
incentive provided for mcreased effort In order to over- 
come some of the drawbacks attached to the above method 
there was mtroduced the Piece-work system, which is a 
method of paymg the workman so much per piece of 
work finished, irrespective of the time taken, m other 
words no rate per hour, but mstead, a rate per piece 
of work 

This method is very simple to operate Assummg that 
a workman is given 44 pieces of work to do, he would 
be paid at the rate of, say, 2s per piece completed There- 
fore, if he completed all his work in one week, his wages 
for that week would amount to £4 8s od A week may 
be one of 44 hours, and assummg his day rate is 2s per 
hour, he has only earned his ordinary day rate Should, 
however, a workman take 33 hours, his piece-work 
earnings would stih be £4 8s od , because the quantity of 
work done and not the tune taken is the basis In this 
latter mstance the workman has made “ time and a third,” 

1 e 33 hours at £4 8s od equals 2s 8d per hour or 2s plus 
one-third 

Premium or Bonus Later the Differential Piece- 
work and Premium or Bonus systems were mtroduced 
With these methods the quantity of work done is co related 
to the time taken to complete the task, each workman 
receivmg a premium or bonus on the time saved, in 
addition to his day rate for the actual time worked 

There are a number of methods in use, the chief difference 
bemg m the amount or percentage given of the time saved , 
for instance, the Halsey system gives the workmen 50 per 
cent of such.time With the Rowan system the workman 
receives a percentage increase equal to the percentage of 
time saved 

Assummg that a workman is given 44 hours to complete 
a 30b, that his day rate is 2s 'per hour, and that he completes 
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the wolk in 33 hours, his pay under the Halsey method 
would be — 

i ^ d 

Tune taken 33 hours at 2/- 3 6 - 

Tune allowed 44 hours 

Less tune taken 33 hours 


= time saved 1 1 hours 

50% of 1 1 hours saved 

= 5J hours at 2/- 1 1 - 


;£3 17 - 


»=> to 2/4 per hour for ]oh 


Under the Rowan system this same 
receive — 


Time t iken 33 hours at 2/- 

Bonus — hours x 100 

■” Time allowed 44 hours 
25% on time taken £i 6s = 


25% 


woikcr would 


£ 

3 


s d 
6 - 


16 6 


£4 2 6 


«= 2/6 per hour for job 


Various other methods of premium bonus are in use, but 
all of them differ in the amount of bonus that is given the 
workman on the time he saves 
The Taylor Differential Piece Rate, for instance, is a 
method under which a premium or bonus is allowed, but 
wheie the day rate is not guaranteed as it is under the 
other methods There are two piece rates with this system, 
the lower being in operation up to a standard of performance 
of 100 per cent, up to which point the worker receives 
approximately 83 per cent of his daily wage rate, or, up 
to 99 per cent production he cannot make the equivalent 
of his daily rate The moment, howevei, heatouches 100 
per cent output, not only does he receive an immediate 
mcrement which brmgs his pay to the eqmvalent of time and 
a quarter, but also he is paid at the higher piece rate The 
effect of this is to penalize the inefficient worker To give 
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a large immediate mcrease on attammg 100 per cent 
efficiency and a higher piece rate offers a very strong 
incentive to the opeiator who can make himself efficient 

Its effect on the labour cost per piece pioduced is very 
marked on account of the great reduction of mdirect 
expense per umt of product 

Doctor Taylor was the first to ignore all records of past 
performance which concerned either rates or production 
on the length of time an operation should take He based 
his standard tunes upon accurately made tune studies and 
as an extra aid to the worloman, prepared standard instruc- 
tions showing how the woik should be carried out to attam 
the times set 

It IS interesting to note that Taylor was also the first to 
make use of a scientific system of paying labour, although 
Halsey presented the first incentive plan 

From the above the student will see that a great deal of 
technical detail is involved when considering some of the 
bonus methods of remunerating labour There are, however, 
methods that are very simple in operation, as, for mstance 
the Contract System, which is used prmcipaUy in shipyards 
and really amounts to a method of subcontracting A fore- 
man, or some man who has the confidence of a number of 
his fellows, agrees to do certam work for a fixed remunera- 
tion, the firm finding materials and the facilities, and the 
man findmg the labour, with whom he makes his own terms 
of remuneration This method is fast fallmg out of use, due 
to its many unsatisfactory features Since it is obvious 
that there is grave danger of sweating by this method, it is 
not looked upon as desuable Another defect is that the 
employer really has no control over the labour although 
the men are^worlang on his premises 

Co-partnership and Profit Sharing are other types of 
remunerating labour Stnctlv defined, neither of these is a 
method of remunerating labour, but it is convenient to 
consider them under this headmg The payment of wages 
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IS directly connected with piodiiction md, bioadly speaking, 
may be siid to be the rewud of pioduction Schemes of 
co-paitneiship and of proht sharing arc in recognition of a 
totally ditfeiciit principle \ihich is, that the siictess of any 
undertaking does not depend solely either on the man ige- 
ment or the opeiatives, but on the hamriomous lelitionship 
between the two With the exception of i ^ely few out- 
standing examples, most of these schemes have pioved 
abortive in the long run, and the reasons are obv lous The 
operative is not paid on the basis of individual output , no 
distinction is made between the efhcient and tlie inefficient 
pioht IS affected by factois, outside the control of the 
worker, whose action and le iction lather tend to discouiage 
him The reward is too dist mt foi the average workei , who 
while icady to share profits is not so ready to shaie losses 

Brieflji the essence of these schemes is that i share of 
the prohts of the unde rt iking is paid to the workers in 
addition to then oidinaiy wages under a foimal agi cement, 
not as a right, but as a \oluntary gift tenable at the 
pleasure of the employer 

The method of anmng at the fund to be distributed 
varies greatly, a common method being to allow a fixed 
percentage of the profits made above the average for a 
term of years past 
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ACCOUNTING FOR EXPENSES 

It is desired in this and in the two subsequent chapters to 
deal with the most difficult phase in Cost Accountmg i e 
Accounting for Expenses In view of the importance of 
the subject and the necessity of acquirmg a thorough 
understanding of the theory of expense control it is desir- 
able to review certain pnnciples that have already been 
covered 

Every disbursement made or expenditure mcurred to 
provide the material, labour and facihties for manufactur- 
ing up to the pomt of the completion of an article or 
process must be comprised m the true cost of production, 
and the technical conception of cost practically rules out 
the possibihty of a "cost’ bemg compnsed of one element 
alone 

In all cases a “cost" is the sum of three groups of com- 
ponents or elements, viz the purchase price of matenal, 
the cost of the hire of labour, and the value of othei 
disbursements made or expenditure mcurred m achievmg 
the desired product or result The elements of cost are, 
therefore, classified mto three mam groups and are known 
as — 

1 Labour 

2 Materials 

3 Expenses 

The labour hued may be utilized m two ways it may 
be employee!, in performing work " duectly” upon a saleable 
article or product, or it may be usefully employed m such 
work as sweepmg the shop floor, repaumg the plant and 
marhmery, attendmg to the issue of materials fiom stores, 
or m supervismg all the workers m a department 
85 



PRIMLR or COSTING 


In the case of the fonner, the labour used in performing 
work directly upon a saleable aiticle can be measiiied and 
correctly allocated to the article and such labour is classified 
as "direct ’ labour, but in regard to the latter it is not 
possible to charge this labour to any specific article, process, 
or order on the basis of the actual work done towards its 
completion, although without such labour as this it is 
probable that the direct labour could not have been applied 
with equal efficiency Such labour is, therefore, classified 
as “indirect” labour 

In the case of materials there is an exact parallel , ceitain 
mateiials may be worked upon for the specific purpose of 
changing the form or shape, or combining with other 
materials in order to produce a saleable product 

Sucli materials are known is "direct ’ materials, because 
the manner m which they are used is such that they can 
be correctly measured and charged direct to the article, 
process, or order 

There are, however, certain other materials which cannot 
be so easily measured and charged direct to the article oi 
order but which are necessaiy if the woikmen are to 
complete their tasks Such matenals may mclude oil, 
waste, emery paper, small penshable tools, solder, chalk 
for polislung, belting, and sundry items used for the main- 
tenance of the plant and buildings, etc Because they 
cannot be charged direct to each article or older, they are 
classified as “indnect ’ matenals 

The expenses of a busmess are also subdivided into two 
groups first, there are the expenses that have been 
specially incurred for specific orders and can, therefore, 
be charged direct to the specific job, opeiation, or process, 
and, secondly, the expenses which have beeif incurred in 
the general running of a busmess, and which can only be 
dealt with as a general charge over the whole busmess 
The former are known as “ direct ” expenses, and the latter 
as “mdirect” expenses 
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Direct expenses may comprise such items as the cost of 
any assistance or facilities used for a special order or 
process for instance, a portable crane or special machmery 
hired for a particular ]ob, special travellmg and other 
expenses incurred, heavy charges for freight on materials 
or parts special draughting etc , and all other items which 
are capable of bemg charged direct to the order 

Indirect expenses will comprise postage, stationery, tele- 
phones taxes, salaries of office departments and depart- 
mental managers, depieciatipn, insurance premiums, and 
all cash disbursements and book charges which cannot be 
directly chargeable to any one process or order 

Establishment Expenses 
The subdivisions of the three elements of cost are grouped 
under two main headings, namely — 

{a) Direct labour, (6) Indirect labour. 

Direct materials Indirect matenals. 

Direct expenses Indirect expenses 

The sum total of group (S) compnses the Estabhshment 
Expenses of a business These are the expenses with which 
we are now about to deal 

In the case of Direct Labour and Duect Matenals, it was 
shown m the previous chapters that one can measure 
exactly the cost of those items in relation to the article in 
production, and deal with each of them at the time they 
are used or paid for There is no element of doubt as to 
the definite cost, or as to whether or not such cost will be 
whoUy used in the particular manufacturmg process 

In dealmg with mdirect expenses, however, the situation 
becomes very different and assumes more difficult pro- 
portions, many of the facihties wdl be used before the 
amount of expense so used wdl become known, or appear 
m the accounts as a habihty 

When labour is employed to make an article or perform 
a particular operation, various kmds of tools and equipment 
7 -(B 1855) 
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must be provided to eniblc the workmen to complete llieir 
tasks Dunng the period such tools and facilities are being 
used, vanous expenses will be incuired, and owing to the 
nature of those expenses it is not possible for them to be 
de lit with in oui costs m i mannci siiiiilai to that described 
foi Diiect Labom and Diiect Materials 
For mstance, let us considei the question of wages paid 
to mdirect workers, such as labourers shop cleaners, and 
the like A labourer may be emploj.ed m carrying materials 
from the stores to the workmen's bench or machine for use 
on production orders The time taken to perform this work 
will vaiy according to the quantity of materials the labourer 
has to carry and the distance he has to walk , to book his 
time to the particular job therefore, would not only require 
a most elaborate system, but the cost to the business 
would be such as would render this method impracticable 
With the wages of shop cleaners, howevei, it is quite 
impossible to deteimine the amount of the individual 
employee's wages that is chargeable to a production order 
In order to overcome these difficulties, all the indirect 
expenses are grouped together and dealt with by the 
methods that will now be described 
The correct treatment of the subject m most systems 
will lequire that the total Indirect or Estabhshment Ex- 
penses be subdivided so that they can be dealt with m 
three groups, viz — 

I Works Expenses 
3 Sales and Distribution Expenses 
3 Administrative Expenses 

This gioupmg of expenses is necessary By their division 
the correct proportion of all the indirect items can be 
charged to the respective departments, products, or pro- 
cesses, and the actual cost of the Sales and Administrative 
Departments ascertained separately from the Works Cost 
or " cost to make ” 

Works Expenses Works expenses mclude such expenses 
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as the cost of repairing and keeping in good order all plant 
buildings and machinery , the salaries of works managers, 
supermtendents, and works clerical staff the wages of 
engmeers foremen, labourers, watchmen, etc , all items of 
plant supphes , light, heat, and power used by the plant 
proportion of rent and taxes cost of purchasing and hand- 
ling materials, and a share of the expense mcurred m the 
general and financial admmistration of the business 

Sales 4,nd Distribution Expenses Under this sub- 
division IS grouped all expenses relating to the sale and 
distribution of a firm’s products, salaries of sales manager, 
seUmg staffs, and branch offices commissions, trade dis- 
counts (i e the discount allowed off catalogue prices), cost 
of advertising and sales promotion, travelling expenses of 
salesmen or agents, etc 

Administrative Expenses Admmistrative expenses 
include such items as salaries of general manager, secretary, 
cost accountant and then respective staffs, legal expenses, 
bank charges for mterest, exchange, cash discount etc 

Predetermination Of Expenses Owmg to the special 
nature of the items which compnse the estabhshment 
expenses of a busmess, they are generally dealt with by 
estunatmg the total foi the year, and at frequent mtervals 
this estimate is checked by comparmg the amount of the 
expenses recovered m costs with the actual expenditure 
incurred The necessity for this predetermination of ex- 
penses is due to the fact that facihties are used before the 
amount of the expense so mcurred is known, and before it 
appears m the accounts as a liabihty 

It must be noted at this point that if a system of Cost 
Accountmg has been m use for a number of years, it will 
provide all the data necessary for ascertainmg the total 
Estabhshment Expenses of the busmess, as the system 
will have collected the cost of all the various indirect 
expenses of the plant and other departments In cases 
where a costmg system is bemg installed and there are no 
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pievious cost recoids to provide such information, it 
becomes necessaiy to estimate the probable expenses for 
the ensuing period 

Bearing in mind that the elementary principles of Cost 
Accounting are being dealt with it is not proposed to 
consider at present the numerous advanced methods of 
treating this subject The following description is given to 
explain the elementary prmciples only We will commence 
by adopting what is considered the most simple method to 
use 1 e basing oui estnnate on the expenses as shown in 
the general accounts, such as the Manufacturing, Trading, 
and Proht and Loss Accounts of previous years 

Estimatmg expenses by this method is extremely simple 
For the very smill workshop, it will generally provide a 
fairly close estimate, as expenses are usually constant 
throughout the year Variations in volume of output do 
not affect expenses in these cases to the same extent as with 
larger concerns, as the size of the plant and the small 
number of machine tools, etc , available will not permit of 
sufficient increase to raatenally affect expenses 

In the case of larger concerns, however, this method of 
estimating expenses will not provide a lehable estimate, 
as variations m trade or factory output will materially 
affect the total expenses to a far greater degree than would 
be the case with small workshops 

With the small workshop, theiefore, and in certain cases 
where a seasonal trade is done, and when it is proved by 
previous records that the output, sales, and expenses over 
a penod are fairly constant, this method may be adopted 
with fairly good results 

Having decided upon the method to be used, the woik 
entailed m the treatment of this subject m a costing system 
will require to he done in the following stages — 

(a) Collection, which is the collection and transfei of 
expenses from the general accoxmts to the cost accounts 

(b) Allocation, which is the work of analysmg each item 
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of expense under its respectne gioup, le (i) Works 
Expense, (2) Sales Expense, and (3) Administrative Expense 

(c) Computation and Recovery which is the method by 
which the expense rate is calculated and recovered m the 
mdividual Job or Process Costs 

Collection of Expenses The simplest method of 
coUectmg the total Estabhshment Expenses is to estimate 
the normal total for the year by usmg the figures of previous 
Manufacturmg, Trading, and Profit and Loss Accounts as 
the basis 

The collection of such expenses is convemently considered 
under two headmgs First, there wdl be those items of 
expenditure which fluctuate accordmg to the volume of 
production, such as salaries postage, stationery, mdirect 
labour, mdirect materials, charges for power, fuel, hghting, 
repairs and maintenance of plant, machmery and bmldmgs, 
works clerical assistance, and svmdry expenses of varying 
kinds, etc Secondly, there are the constant expenses winch 
wiU comprise such items as rent, rates and taxes, deprecia- 
tion, directors’ fees, fire msurance, etc The collection of 
the items which compnse the constant expenses is a com- 
paratively easy matter as the totals of these will be fairly 
constant from year to year, and will not be greatly affected 
by any variation m production or the quantity of work 
turned out by the plant It will be seen from these remarks 
that m collectmg the expenses the amounts must be 
exammed m regard to the volume that is anticipated for 
the commg year If the amount of trade that is estimated 
will be greater than that for, say, the previous year, then 
due allowance must be made for any difference it may 
cause m the expenses On the other hand, if the estimate 
of trade for the next year is less than that shown in the 
accounts for the previous year, an adjustment wiU be made 
to cover this difference Such adjustments, however, may 
not be necessary with the majority of the items which 
constitute the constant expenses of the busmess 
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The items which compiise the vanable expenses will 
present the greatest difficulty as each one must be reviewed 
and compared with any increase oi decrease m the estimate 
of output or sales for the ensuing year 
A speciment Expense Allocation Statement is given 
Form No 15, on wluch has been entered in the “Total” 
column the expense item as appearing in the specimen 
accounts given m Chapter I The expenses have been 
separated under the headmg of " Constant ’ ’ and ‘ V ariable ’ ' 
and the amount inserted in the “ Total ” column this bemg 
the first step in the process of predetermining the expense 
for the ensumg year It is also assumed that the volume of 
sales expected for the year m question will be approxi- 
mately the same as foi the previous year 

In collectuig the amounts of each account from the 
General Accounts, it was necessary to analyse ceitain of 
the accounts as the infonnation contained in the Tnal 
Balance was not sufficient foi our purpose The following 
statement shows the results of the analysis of those accounts 
which had not been separated in the system of general 
accounts — 


Plant Labour 

Direct labour 
Indirect labour 

Salartes 

Sales Manager 
Works Manager 
Sales Departniont 
Works staflE 
General Managci 
Secretary 
Office Manager 
General Offico 
Salesmen 

Travelling Expenses 

Adnidnlstrative Department 
Sales Department 
Works Manager 
Salesmen 


_Tnal 

alanc 

£ 
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Geneval Expenses 
Plant expenses 
Sales expenses 
Administrative 

Allocation or Expenses The woik of ‘allocation” 
immediately follows that of ' Collection ” Each of the 
items which have been collected and entered in the first 
column of Form No 15 is exammed and apportioned over 
the Factory SeUmg, and Admmistratne Departments of 
the business 

Many of the items which appear m the expense allocation 
statement wfil not present any difficulty For instance, 
depreciation, and repairs, and mamtenance to plant and 
machmery wdl relate to the works only, as do the 
traveUmg expenses of the works manager Indirect Labour, 
etc 

Depreciation of buildmgs wiU require to be apportioned 
over both the works and offices on the basis of floor space 
occupied Such items as office supphes, electric hght, and 
insurance will be allocated according to the estimated 
amount consumed by the respective departments 

The basis of allocation of each item has been mserted on 
Form No 15 

With regard to royalties, a difficult problem is often 
encoimtered The amoimt paid may be dealt with either 
as a direct charge or mcluded amongst the estabhshment 
expenses 

The actual basis of allocation and its treatment in the 
cost accounts, however, may depend upon the size of the 
busmess and the nature and amount of the royalties paid 
If the royalty is a defimte amount per article, it may be 
treated as a direct charge m costs, but m those cases where 
the royalty payable is calculated upon goods sold, the 
necessary adjustments must be made at stocktaking periods 
if the stocks are priced at works cost 


Tnal 

Analysis | Balance 
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Again, the amount may be dealt with as a direct charge 
to the Cost of Sales Account, or the total royalties may be 
paid over a period included m the establishment expenses 
and allocated to the A d mimstiative Expense Account 
In the majority of cases it is preferable to deal with this 
item by regardmg it as a direct charge to the Cost of Sales 
Account By such means the amount of royalty is shown 
separately in the cost accounts, and not merged with the 
incidental expenses of manufacturmg and selhng as it would 
be if either of the other methods were chosen 

For simplicity, however, this item has been mcluded m 
the Estabhshment Expenses on the basis that it is calcu- 
lated as a rate per article manufactured and sold 
Bad Debts is another item which often presents a diffi- 
culty The amount of bad debts mcurred may be treated 
m two ways m the cost accounts It may be regarded either 
as a charge to selling expense or as a charge to administra- 
tive expense The choice of method will depend entirely 
upon the routme in regard to the passing or certifymg of 
mwards orders for credit If the Selling Department is 
responsible for this work the loss is a correct charge to the 
selhng expenses, but m those cases where a separate 
"Credit” Department exists and is under the charge of 
either the Secretary or Accountant, the item is a charge 
to admmistrative expense 

Care must be taken to differentiate between the amount 
of bad debts actually written off durmg the period, and any 
reserves created for bad debts, as the lattei wiU not be 
mcluded in the Estabhslunent Expenses of the busmess 
A study of the Expense Allocation Statement (Form No 
15) will show how the process of allocation is carried out, 
and a reconcihation of this statement with the Tradmg and 
Profit and Loss Accounts on page 4 will also enable the 
reader to follow very clearly the collection of all the expense 
items from the General Accounts This, it will be remem- 
bered, IS the method we are using m order that we can 
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predetermine or forecast the expenses which have to be 
recovered m our costs for the ensuing year 
Reconciuation 

i I 

Total debit of column Profit and Loss Account 285 000 

LciS net profit 69 700 

215 300 

Aid mdirect labour 50 000 

;^265 30Q 

Total constant expenses 48 000 

Total variable expenses 217,300 

3°° 

The next step m the allocation is to take the total of the 
Administrative Expenses and apportion this over the 
Works and Sales Departments according to the extent it is 
considered each benefits therefrom In the case under 
review, it is assumed that each will benefit equally The 
amount has, therefore, been transferred to the "selhng” 
and "works columns on that basis 



Admin- 

istrative 

SeUmg 1 

Works 

Constant expenses 


L 

i 

19 700 

Variable expenses 

45700 

80 100 

91.500 


800 : 

90 300 

111 200 

Distribution, of administrative expenses 
Total expenses of SeUmg and Manu 


31 900 

31,900 

facturmg Departments 


;£122 200 

£H 3 100 


Allocating Works Expenses to Departm^ts With 
some concerns it is necessary that the works expenses be 
further allocated to the departments m the works in order 
to amve at a departmental rate In such cases the amount 
of these expenses wiU be dealt with by the following me thod 



Form No x6 


) 

_ 

Producing 

Basis of Allocation 



Depart- 


Plant 

ments 


Repairs and Maintenai 
Plant 0 

£ 

£ 

I 200 "j 


Machinery ' 


3600 1 

Arbitrarily or by Direct Analysis 

Buildings p 

Plant Fixtures and ti 

240 

3 2oor 

4 000 j 


Heating Plant 0 


Indirect Labour 




Supervision 0 




Shop Clerks 

240 

400 

Direct analysis or proportioned 

Cleaning etc 1 

Material Handling 

80 

320 1 

according to the number of 


500 r 

workeis m each department 

General Labouring 0 



Inspection 


1600J 


Storekeepmg p 



Arbitranly or by Direct Analysis 

Depreciation 

Plant b 


2400*] 


Machinery 1 


13 800 1 

On value of plant etc m each 

Buddings b 

Plant, Fixtures ando 
Heating Plant 0 

240 

6480 I 
2 400 J 

department 

Welfare Expenses b 

240 

2,400 

Per number of employees m each 
department 

Power — Electric 

Lighting — ^Electric 




Transport 

Cranes and Hoists 1 


4 000 


Salaries of Managemeo 

240 

2,400 

Apportioned arbitrardy 

Insurance (Fire) p 



On basis of values 

Taxes , 0 

100 

6550 

On space occupied or values of 


£1 820 

£5^ 390 

buddings occupied 
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The Works Expenses, amounting to 3£i43,ioo, have been 
ascertamed m accordance with the procedure descnbed 
above, and this figure is entered on a Works Expense 
Allocation Statement similar to the specimen given (Form 
No i 6 ) 

In deahng with this further allocation of Works Expenses, 
it has been necessary to set out m detail the various items 
which go to make up the total To assist m the explanation 
of the subject, there has been entered m the “Descnption 
column of Form No i 6 the names of the more general 
expense items that are found m actual practice Therefore, 
whilst the total of these items agrees with the total Works 
Expenses, as ascertamed above, the names of the mdividual 
accounts wiU not be the same as those appearmg m the 
Trial Balance in Chapter I 

The allocation of expenses to the various works depart- 
ments will proceed upon snnilar hnes to those described 
above, each item being apportioned to each department 
on the correct basis The basis of allocation has been 
inserted m the column on the extreme right of the form 

When cost accounts are m use, there is employed a 
system of Service orders to collect all the Service (or Indirect) 
expenses of the busmess This is descnbed m a later 
chapter At the present, however, we are deahng with a 
concern that is just commencmg a system of Cost Accounts, 
and there is no mfonnation of this nature available We 
must therefore allocate each item arbitrarily or upon some 
definite basis 

The process of allocating expenses to departments is 
usually completed by two stages, as it becomes necessary 
to adjust certam of the "Service” expense items between 
two or more of the Service departments m addition to 
allocatmg to them a proportion of such items as repairs to 
buddings, hghtmg heatmg, etc Expenses must, therefore, 
first be allocated to both the Service and Producing Depart- 
ments, and, secondly, after arrivmg at the total expense of 
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each Service Department to apportion them over the 
respective producmg departments 

The expenses have been entered on Form No i6 with 
each item allocated to the Service Departments mdmdually, 
and in total to the producmg departments in the plant 
This process gives the total expenses of the Service and 
Producing departments The next step is to enter these 
totals on to another Works Expense Allocation Statement 
(Form No 17) This statement is ruled similar to Form 
No 16, except that the Service Departments are now 
entered m the description column and the remammg 
columns headed with the names of each producmg depart- 
ment in the plant On Form No 16 all these departments 
were mcluded under the heading of “Pioducmg Depart- 
ments,” the amounts having been entered m the “Total” 
column The next process is to apportion each item to all 
the producmg departments When this work is completed 
and the columns added, we have arrived at the estimated 
total expenses for each department in the plant 

The total expenses for the ensumg year, which have to 
be recovered m both the cost of manufactme and cost of 
sales, have now been predetermmed This predetermmation 
of expenses has been completed by several stages First, the 
expenses were estimated under the headmgs of "Works,” 
“Selhng ” and “Admimstrative”, secondly, the Adrmnis- 
trative Expenses were apportioned over the works and 
sales in order to give a total works and sales expense, 
thurdly, the works expenses were further allocated to 
Service Departments and Producmg Departments, and, 
finally, those expenses were apportioned to the mdividual 
producmg departments m the plant in order to give us a 
total expense by departments 

Departmental Expense Rates are sometimes reqmred by 
certam plants as it is necessary to recover expenses on a 
departmental basis 

Computation and Recovery of Expenses With the 
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smaller concerns it is usual to recover works and sales 
expenses by addmg both these items, and to deal with the 
expenses as one total, which m this case would be — 

Works expenses 
Sales ejcpenses 

Total expenses 

The recovery of Sales Expenses separately from Works 
Expenses presents some difhculty with certain industries, 
and as this comes withm the category of advanced costing, 
it is proposed to deal with Sales Expenses on the more 
simple basis of recovering them as a percentage of the total 
cost of manufacture This subject, however, is described 
more fully m a later chapter 
There are several methods of recovenng Works Expenses, 
and it remams to decide upon the particular method to use 
These methods may be conveniently grouped undei 
five headings — 

(i) As a percentage on direct wages 
(a) As a rate per direct labour hour 

(3) As a percentage on direct wages and direct matenals 
(1 e prime cost) 

(4) As a departmental rate 
(3) As a machine rate 



£265 300 



CHAPTER VIII 

RECOVERING EXPENSES IN COSTS 

The predetermination of the expenses that will probably 
be incurred during the ensmng year havmg been completed, 
there now remains to decide the method we shall use to 
recover the expenses m costs 

The computation and recovery of expenses is a difficult 
subject to deal with as there are so many factors to be 
considered An explanation of the five methods of recover- 
ing expenses, as mentioned in the previous chapter will 
therefore be given first 

Percentage on Direct Wages 
With this method the works expenses are recovered as a 
percentage on the direct labour cost of each job or works 
order, and on account of its extreme simphcity, this method 
IS, unfortunately, most commonly used 
The total direct labour for the year was ascertained m 
Chapter VII as amountmg to £100,000, and the works 
expenses as £143,100 The percentage rate on direct wages 
IS arrived at by the use of the foUowmg formula — 

Works expenses (,^143 100) x too _ 

Direct labour (£100 000) ~ 

The amount of works expenses to be charged to each job 
or works order would, therefore, be found by addmg a 
figure which would be equal to 143 per cent of the amount 
of direct labour, as follows — 


Direct materials 175 

Direct labour 200 

Prime cost ^^375’ 

Works expenses, 143% on direct 

labour 286 

Total works cost ;f66i 
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This method is extremely simple to operate, but the 
disadvantages more than outweigh any advantages inci- 
dental to it If aU the workmen are paid a uniform rate, 
and if they all work under the same physical conditions, 
this method wih give fairly accurate results, because a 
worker’s earmngs, and not the tune taken to complete the 
work, IS the basis of calculation One of the main objections 
to this method is that no allowance is made for a job 
which requires the use of expensive machme tools, or for a 
job which may be all handwork This is a senous error, 
because the article or process which reqmres the use of 
machmery should have charged to it a greater proportion 
of the indirect expenses than one which requires the use of 
httle or no machmery 


Direct Labour Hour Method 
This method differs from the above in that works expenses 
are recovered at a rate per direct labour hour on each job, 
instead of fixing the rate upon the total amount paid m wages 
The total number of duect labour hours is ascertamed and 
divided mto the total works expenses, the resultant figure 
being what is known as the Duect Labour Hour Rate 
Assuming that the total of direct labour hours (le 
excluding the number of hours worked by mdirect labour) 
is 143,100, and the amount of works expenses is £143,100, 
the rate is ascertamed by means of the foUowmg formula — 


Works expenses (^143 100) 
Direct labour hours (143,100) 


£i per direct labour hour 


The amount of works expenses chargeable to each works 
order under this method will be added as follows — 
i 

Direct materials 175 

^irect labour 200 


Pnme cost ;i375 

Works expenses say 250 hours 

at £x 250 


Total works 
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This method gives more accurate results than the per- 
centage on direct wages, because it has regard to the ele- 
ment of time as between a fast worker and a slow worker 
If two men, paid by the piece-work method, are engaged 
upon similar work, and one completes his job m 20 hours, 
the other in 30 hours, the quick worker will use less light, 
power, supervision, etc The amount of expense charged 
to the job under this method will, therefore, be more m 
proportion to the extent to which the machine tools, 
supervision, etc , have been used With the percentage on 
direct labour method the percentage addition would be the 
same m both cases 

Percentage on Direct Labour and Direct Materials 
This method is very similar to the percentage on direct 
labour method, except that works expenses are recovered 
as a percentage on the total of both direct labour and 
direct materials (1 e on total prime cost ) 

Continumg with the figures arrived at in our calculation of 
works expenses, the rate is figured as follows The value of 
materials used m production must be ascertained, and on 
reference to Chapter III it will be seen that the value of 
materials sold was ;f30i,ooo after allowing for certain 
mdirect materials, and that Direct Labour was shown in 
Chapter VII as £100,000 The formula is therefore — 

Works expenses x 100 

(Direct labour and direct materials) 

Works expenses ^^143 100 

Direct labour 000 

Direct materials 301 000 

= 35 685% (say 35 7%) ;^40i odd 

The amount of works expenses to be charged to each job 
would, therefore, he 35 7 per cent on Prime Cost as follows — 

£ ''S d 

Diiect materials 175 - - 

Direct labour zoo - - 

Prune cost 375 - - 

Works expenses (35 7%) 133 17 6 

Total works cost ^308 ly 6 
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This IS perhaps one of the most inaccurate methods, 
because works expenses rarely, if ever, have any direct 
relation to the value of materials used In order to illustrate 
this point, the manufacture of chemicals offers a very good 
example In a certain chemical mixing process the quantity 
of raw matenals used was absolutely fixed, and any variation 
of the purchase pnce on the materials was easily computed 
The workmen were paid on a piece-work basis, and the 
direct labour cost was only is per cwt The works expenses 
were extremely heavy, i e 7s 6d per cwt Two men m 
charge of a mixer regularly produced 5 cwt per hour The 
works cost of the process may therefore he stated as 
follows — 

Per cwt 

L ^ a 

Raw matenals 15 - 

Direct labour 1 - 

Works expenses 7 6 

Works cost 3 6 

A time study was made, and it was found that the 
runnmg time per mixer could be reduced from 60 minutes 
to 45 minutes 1 e 25 per cent Under these new workmg 
conditions the raw material and direct labour were as 
before, but owing to the fact that less time had been taken 
the works expenses were reduced by 25 per cent, 1 e about 
IS lod per cwt It is apparent that if works expenses were 
recovered by the percentage on the direct labour and 
material method, no alteration in the cost would be shown, 
in spite of the fact that the output was increased by 
reducmg the time taken for the operation With the direct 
labour hour method, howevei, a correct works cost would 
be shown 

Departmental Rates 

The Departmental rate is a method by which works 
expenses are analysed accordmg to departments a separate 
rate bemg ascertained and used for each department The 
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rate may be calculated as a percentage on the amount of 
direct labour or a rate per direct labour hour With this 
method, instead of there bemg one rate to cover all the 
works expenses there is a separate rate for each depart- 
ment In all other respects the rate is arrived at m accord- 
ance with the details given above 

This method has many advantages over those already 
described because by varying the rates for each department 
it IS possible to arrive at amore accurate cost A department 
usmg expensive machme tools and apphances should be 
charged with the cost of mamtaimng such equipment, and 
m those departments which do not use tools, or only a 
small quantity of them, such as an assembly department, 
etc , the departmental rate wiU not mclude any part of the 
expense incurred by the other department using the expen- 
sive machmery 

Machine Rate Method 

The machme rate is regarded as one of the best methods 
of recovermg woiks expenses, whenever conditions justify 
its apphcation With this method, the total works expenses 
are analysed by department similar to the example given 
m Forms Nos 16 and 17, and the amount of the depart- 
ment’s expenses is then divided by the number of machmes 
or group of machmes m that department This gives the 
total expense per machme or group of machmes The 
figure IS then divided by the number of hours it is estimated 
the machme will run throughout the year, the result being 
a machme hour rate 

The most difficult problem coimected with its use is to 
ascertam the correct amount of the expense mcurred by 
each machme or group of machmes, and this can only be 
done by makmg a scientific analysis of all'^the expense 
items Many of the items will reqmre to be analysed upon 
a different basis The foUowmg summary wiU indicate 
the prmaples underlying the analysis 
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Items allocated d%reci to machines 
Depreciation of plant and machinery 
Repairs and upkeep of plant and machinery 
Power consumed 

Oil, waste, and miscellaneous supplies 
Items allocated on bas%s of floor space occupied 
Rent, rates, and taxes 
Depreciation of buildmgs 
Repair and mamtenance of buildmgs 
Insurance on buildings 

The items comprising miscellaneous expenses will vary 
with each mdustry It is possible that some of them can 
be charged direct to the machme or department, but where 
this IS not feasible, the items are allocated upon a more 
or less arbitrary basis The items referred to will include — 
Foremen’s wages and supervision 
Watchmen and caretaker’s wages 
Shop cleaners and sweepers 
Crane drivers, etc 
Miscellaneous shop supphes, etc 

The basis of a machme rate is the number of productive 
hours it is estimated each machine or group of machines 
wiU run throughout the year, assummg the factory wiU be 
working to its full normal capaaty, 1 e full ordmary time 
It wiU, therefore be seen that if the estimate for the year 
IS not achieved, there will be a certain amount of expenses 
“ unabsorbed ” In this connection there is usually em- 
ployed an accoimt Icnown as the “Unabsorbed Machine 
Rate,’’ to which all the unabsorbed expense is charged at 
the end of each month Assummg that the machme hour 
rates are dealt with on a monthly basis, the estimated 
figures are divided by twelve to give a monthly quota or 
standard which should be charged to costs Any difference 
above or below this monthly standard is transferred to the 
Unabsorbed Machme Rate Account 
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If the total number of machine hours for the year has 
been correctly estimated, the Unabsorbed Machine Rate 
Account will show a zero balance at the end of each year, 
but as it IS rarely, if ever, possible to estimate to such a 
degree of accuracy, the account wdl generally show a 
debit balance The balance of this account, therefore 
will mdicate to the manufacturer the extent to which his 
plant IS unproductive, the estimate of the machine hours 
havmg been based upon the normal output capacity Such 
information enables the management to take the necessary 
steps m order to secure a greater share of orders, as all 
variations from the normal will be reflected by the Un 
absorbed Machine Rate Account 

Comparison of Methods 

The choice of any of the above methods will depend 
upon the class of trade carried on, the size of plant, etc 
As the following hguies show, a compaiison of the costs 
given m the abo\ e examples is interesting A calculation 
of a cost has been gi\en with each method m order to 
illustrate how the various methods of recovenng expenses 
are operated, but m addition these examples also show 
how one method differs from the others 


Summary of Individual Costs 



An example of a "Cost” when using a departmental 
Rate was not given because, with this method of recovering 
expenses, we simply analyse our expenses by departments 
in the plant and then apply any one of the three methods 
given in the above summary The resultant cost of a ]ob 
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would therefore be the same m total as m the examples 
already given With regard to the Machine Rate method, 
a sufficient description has been given m the text to enable 
one to understand clearly how such a rate is arrived 
at, but as this is one of the most advanced methods 
in use, it is dealt with more fully in Advanced Cost 
Accounting 

In the three examples of a cost given above, the total of 
Works Expenses vanes greatly in each case, and to the 
extent of £152 2s 6d between the Percentage on Direct 
Wages and Percentage on Prime Cost method Therefore, 
in choosmg any method for recovermg expenses one must 
be in the position to determme which method is best suited 
to the mdustry to which it is bemg applied 

With the three examples given, it is very clearly shown 
that if the nature of the mdustry is such that very expensive 
labour is used, the percentage on Durect Wages is the 
correct choice On the other hand, if fairly cheap labour 
is used, say, equally with expensive labour, the Direct 
Labour hour method, having for its basis the element of 
time is more smtable If expensive machme tools are used 
m both of these cases, the Percentage on Direct Wages wdl 
be unsuitable if there is both machine work and hand work 
performed on the articles manufactured 

The Percentage on Prune Cost method can only be used 
in rare cases as, for mstance, where both the purchase 
price of matenals and the labour expended thereon have a 
duect relationship to each other, and when, by tests with 
the Percentage on Duect Wage, it is found that either of 
these methods wdl give very similar results 

Whenever machinery is used m conjunction with cheap 
and expensiye labour, it is better to use the Machme Rate 
method If the labour employed m the plant consists of 
both the cheap and the expensive tjqie and very httle 
machinery is used, then the Duect Labour hour method 
wiU generally give good results 
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Recovery of Sales Expenses 
The treatment of this item will also be gmded hy the 
nature of the mdustry which is earned on , for instance, if 
the business is engaged m making only one article the 
sales expenses could be dealt with easily by amvmg at a 
rate per article and chargmg our costs on this basis, but 
as most firms wdl be engaged m the manufacture of several 
articles the sales expenses may then be expressed as a 
percentage on the total works cost The formula for 
ascertainmg such a rate would be — 

Estimated, total sales expenses for year X loQ 
Estimated total works cost of goods sold for year 

The estimates given in Chapter VII show the total Sales 
Expense was £122,200 Assuming that the total 'cost to 
make,” shown in the specimen Tradmg and Manufactunng 
Account given m Chapter I is to be used as the estimate of 
the cost value of the goods that will he sold during the 
ensuing year, the following result is arrived at — 

Total Cost 
to Make 

Materials 1^315 000 

Direct labour 100 000 

Works expenses 143 100 

Total "cost to make £556 100 

Therefore the Sales Expense rate is — 

£122 200 X lOQ 
;£558 100 

which equals 21 9 per cent (say 22 per cent) 

The addition of an amount to represent Sales Expenses 
win be effected by adding 22 per cent to the Total Works 
Cost as follows — 



Total 

Works Cost 

Selling 

Expenses 

Total Cost 


£ 1 


d 

£ 


d 

/ 


d 

Cost No 1 

661 




8 


806 

8 


Cost No 2 

62s 



137 






Cost No 3 

508 

17 

6 

III 

19 

~ 

620 

16 

6 
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The vanation m the amount of Sales Expenses added to 
the Works Cost is not so great as the vanation in the 
addition of Works Expenses under the three methods 
descnbed Takmg Cost No i as a basis, it will be seen that 
Cost No 3 IS ^33 9s 5d less and Cost No 2 £7 i8s 5d 
less 

It wiH be noted that Sales Expenses should only be calcu- 
lated on the value of goods sold Any goods manufactured 
for stock must not have Sales Expenses added to them 

Final Ascertainment of a Cost 
The final ascertainment of the cost of a Works Order 
(1 e Cost to Make and Cost to Sell) can now be effected by 
usmg any of the five methods already descnbed for recover- 
ing Works Expenses, and either of the methods referred to 
for recovering Selhng Expenses Smtable spacmg was pro- 
vided at the top of the Job Cost Ledger Sheet (Form No 5) 
for summanzmg the cost of the ]ob The amounts for 
Direct Labour and Direct Materials are mserted from the 
mdividual summaries already described m Chapters IV 
and V, the columns are totalled, and the summary at the 
head of the sheet is completed 

Theory of Expense Control 
Before any entries are made creditmg the Expense 
Control Accounts with the proportion of expenses charge- 
able to all the completed work, it will be well to refer agam 
to the figures which appear in the Expense Allocation 
Statements (Forms Nos 15, 16, and 17) 

On refemng to the chart (Fig i), it will be seen that aU 
expenses actually incurred are charged to the cost depart- 
ment at th^ end of each month, or, m other words as and 
when each item is paid for or passed over the ordmary 
books of account When fixing the expense rates to be used 
during the ensuing year, however, all the items of expense 
for the year were esUmated m advance, so that we now have 
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two sets of figures to deal with namely, the actual and the 
estimated 

It will be lemembered that in Chapter II page 21, it 
was stated that by summarizing aU the expenses charged 
to cost, the amount of expenses recovered can be compared 
with those actually mcurred , thus we can see how we are 
recovenng our estabhshment expenses, a most important 
pomt The Expense Control Accounts must, therefore, be 
operated m such a manner that this comparison can be 
easily made 

Before descnbmg the Control entnes for the expenses 
that will be recovered m costs durmg the current penod, 
it IS necessary that the student will not be confused between 
the expenses so recovered and the estimate of expenses 
that have already been prepared for the use of Forms 
Nos 15, 16, and 17 

The work of collection and allocation of expenses on 
Forms Nos 15, 16, and 17 was performed with the object 
of estimatmg an expense rate to be used durmg the ensuing 
year This expense rate is, therefore used as the basis for 
recovering the expenses m costs By the use of such a 
method the expenses will be recovered on the rate which 
IS based on an estimate, wheieas the expenses appearmg 
m the General Ledger wiU be those actually mcurred durmg 
the current penod We, therefore, have two sets of expense 
control entnes to deal with, namely, the control of expenses 
recovered m costs (which are based on estimates), and 
the control of the actual expenses mcurred 

These two forms of control are necessary, as it is impera- 
tive that we compare the expenses recovered m costs with 
those actually incurred The control accounts of expenses 
recovered m costs wiH, therefore, be earned out as follows — 

Control of Expenses Recovered in Costs 

The total works expenses charged to a job or works order 
wiU be dealt with in a similar manner to that desenbed for 
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the control of Direct Labour and Direct Materials For the 
purpose of illustration it is assumed that the percentage on 
Direct Labour method is bemg used to recover expenses 
We have the choice of two methods of charging the pro- 
portion of Works Expenses to the control accounts 

One method is to debit Woik-m-Progress Account with 
the proportion of expenses at the same time as we charge 
the Direct Wages, the opposite entry being a credit to 
Works Expense Control Account Alternatively, we can 
wait until each Works Order is completed and then charge 
the amount of expenses to the Work-m-Progress Account 
The former method is used for the purpose of explanation 
Each week an entry is made at the same tune as the amount 
of Direct Wages is charged to the Work-in-Progress 
Account as follows — 

The percentage on Direct Wages has already been calcu- 
lated and the rate found to be 143 per cent, therefore an 
amount equal to 143 per cent of the Direct Wages is 
joumahzed — 

Br Work m Progress Account (Expenses) 

Cr Works Expense Control Account 

By chargmg the Work-m-Progress Account with the 
proportion of expenses at the same tune as Direct Wages 
are charged we can see at any time the amount of Works 
Expenses that is bemg absorbed by the work while it is in 
progress 

This process of transfemng Works Expenses from the 
Works Expense Control Account to the Work-in-Progress 
Account IS earned out each week at the same time as the 
amount of Direct Wages is dealt with 

By this method we wiU have accounted for all direct 
materials, duect labour, and works expenses consumed on 
an order, and charged the respective amounts to a Work-m- 
Progress Account The object of a Work-m-Progress 
Account, however, is to enable us to ascertain at any time 
the amount of work that is m progress only, there yet 
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remains, therefore, to credit this account with the value 
of work completed and passed mto the Finished Stores 
It must be noted that the sales expenses have not yet been 
dealt with This item must not be added to the manu- 
factunng cost, but to the sales cost, which cannot be done 
until the goods are sold 

Crediting Work-in-Progress Account 

The figures for the credits to the Work-in-Pr ogress 
Account are obtamed by the followmg procedure Imme- 
diately a works order is completed, the goods are passed 
into the fimshed stores ready for issue against a customer’s 
order 

The works cost of nil completed orders must therefore 
be summarized, that is, the value of materials issued per 
Stores Reqmsitions and of Direct Labour pei Job Cards 
will be collected and charged to the Works Order Number 
in the Job Cost Ledger, together with the proportion of 
Works Expenses, i e 143 per cent on Direct Labour At 
frequent intervals the total cost of all the completed Works 
Oiders wiU be summarized and the values journalized as 
follows — 

Dr Funshed Stores Control Account £ 

Or Work-in Progress Account £ 

Direct Materials £ 

Direct Labour £ 

Works Expenses £ 

A specimen Work-m-Progress Account is given on page 
121 In it have been mcorpoiated all the Journal entries 
which have now been descnbed, and a balance brought 
down to represent the value of work stdl in progress at the 
end of the period 

With many concerns, however, the large number of 
items that have to be dealt with wdl necessitate the journal 
entries being made out at very frequent penods, and m 
order that ah the entries relatmg to materials, labour, 
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and expenses can be grouped together, sub-accounts are 
used for each of these elements of cost 

In such cases, therefore, there would be used the following 
accounts — 

Work-m Progress Account Matenals Section 
, labour Section 
„ , Expense Section 

and a fourth account similar to the dlustration given, to 
which would be transferred the balances of each of the 
above sub-accounts at the end of each costmg penod 

Cost of Sales Account 

When goods are issued from the Fmished Stores for 
dispatch to customers the works cost of the article is 
]ournahzed as follows — 

Dv Cost oi Sales Account 

Cr Fuusbed Stores Control Account 

Usmg a Fuushed Stores Control Account, we are able to 
ascertain at any time the value of saleable goods on hand 
as was done with raw materials by usmg a Raw Materials 
Stores Control Account 

We are now in a position to deal with the control of 
Sales Expenses Assummg that these expenses are to be 
recovered as a percentage on the total Works Cost and 
charged to the Cost of Sales Account, the amount will 
easily be calculated and the Journal entry prepared — 

Dv Cost of Sales Account 

Cr Sales Expense Control Account 

A Cost of Sales Account is used to ascertain the amount 
of profit made on sales each month or other period When 
used in connection with a Work-m-Progress Account, it 
will replace the orthodox Manufacturing Account These 
two accounts show m a summarized form the results of 
both the manufacturmg and sales activities of a concern, 
and they are more useful m this direction than the general 
form of financial statements usually prepared from the 
ordmary books of account 
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From the specimen Cost of Sales Account given on page 
122 it will be seen that the works cost of all goods sold for 
the month or other period is entered on the debit side 
together with the amount charged for sales expenses, and 
on the credit side the total net sales foi the period 

The sales value of goods returned by customers and 
replaced mto the finished stores is shown separately as a 
contra item to the amount of sales appearing on the 
credit side 

Control of Actual Expenses Incurred 

The control entires described above deal with the ex- 
penses which have been recoveied in costs The control of 
the labour and mateiials items as they pass through the 
various stages of manufacture are also included There 
now remains to descnbe the control entries necessary to 
record the actual expenses mcurred in order that one of 
the most important functions of Cost Accoimting can be 
brought into use, namely, the comparison of the actual 
expenses incurred with those recovered in costs 

The periods at which entries will be made to the various 
control accounts will vary with each concern, and will 
depend upon the size of the plant, the amount of detail to 
be dealt with and whether the mfomiation is needed at 
frequent periods For instance, with some mdustnes the 
detailed costmg mformation may be needed at much more 
frequent periods than with others Then the entries to the 
Control Accounts may be made each day, so that the com- 
parison between the actual expenses incurred and the 
amount recovered in costs can be effected each week or 
month With other concerns a quarterly or half-yearly 
comparison may be sufBcient, although it should be borne 
m mind that if such a comparison is to be of any use, it 
should be made frequently and at periods that will permit 
of any corrective measures bemg taken m cases where the 
differences are of such a nature that they should be adjusted 
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immediately they are known For the purpose of illustra- 
tion, however, and to enable the proposition to be kept 
within simple proportions, it will be assumed that a com- 
parison upon a quarterly basis has to be made 

In the Chart (Fig i) it was shown that the Cost Depart- 
ment was charged with the actual expenses incurred and 
which appear in the General Accounts We now proceed 
to journalize these expenses on similar lines to those already 
described for materials and labour At the end of each 
quarter, which it will be remembered is the basis we deaded 
upon for our companson, the following entry is made — 

Dy Expense Control Account 

Cr General Ledger Adjustment Account 

The above entry will include the total of aU the various 
Expense Accounts in the General Ledger, and immediately 
this entry is effected, we proceed to allocate the actual 
expenses so transferred by usmg an Expense Allocation 
Statement similar to Forms Nos 15 16, and 17 The 
method of coUectmg and allocating expenses as described 
in Chapter VII is now followed After this work is com- 
pleted the results obtamed are journalized as follows — 

Dy Works Expense Control Account 
Sales Expense Control Account 
Administrative Control Account 
Cr Expense Control Account 

The effect of this entry is to close the Expense Control 
Account by transferring the amount to the Works, Sales, 
and Admimstrative Expense Control Accounts 

A Journal entry must now be made to distribute the 
Administrative Expenses to the Works and Sales Depart- 
ments, as follows — 

Dr Works Expense Control Account 
, Sales Expense Control Account 

Cr Administrative Expense Control Account 

Where the above entries are made to the Works and 
Sales Expense Control Accounts, there will have already 
been posted to them a credit entry representing the value 
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of expenses recovered m costs Any balance in these 
accounts therefore, will represent the difference between 
the actual expenses for the penod and the amount of 
expenses recovered in costs A debit balance represents 
the amount of expenses unabsorbed, whereas a credit 
balance will show the extent to which expenses were re- 
covered m excess of those actually mcurred 


Specimen Cost Control Entries 

Having outlmed the entries requued to explain the theory 
of cost control, the foUowmg problem will be worked and 
the complete set of contiol accounts posted in order that 
a thorough understandmg of the subject may be obtamed 
Problem Prepare Journal entries, open the necessary 
Control Accounts, and post the following information — 


I Stock on hand ist Jan Raw materials 6o ooo 

Finished goods 40 000 

3 196 
2 800 
4004 

87400 ^^°°°° 

13 600 

lOI 100 

5 Value of raw materials issued to production 327 618 

6 Expenses recovered m costs 

Works 143% on direct labour 
Sales 22% on total works cost 

7 Value of completed work Labour 

Materials 
Expenses 

8 Works cost of goods sold 

9 Establishment Expense Admimstrative 63 800 

Sales 90 300 

Works 97 600 

rr 231 700 

10 Apportion administrative expense equally 
to Sales and Works Departments 

II Total sales for penod 735 400 

Less value of goods returned by cus 

tomers and placed mto stock 21 700 


88 500 
328 500 
126 555 

543 SS5 

550 000 


2 Work m progress ist Jan Matenals 

Labour 

Expenses 

3 Purchases of raw matenals 

4 Pay roll Direct labour 

Indirect labour 


713 700 



RECOVERING EXPENSES IN COSTS II7 

JOURNAL ENTRIES 


No 

Date 

Particulars 

Dr 

Cr 

(I) 

Max 31 

RawMatenal Stores ControlA/c 
To General Ledger Adjust 
ment A/c 

Transferrmg value of pur 
chases for three months end 
mg 31st March 

L 

350 000 

i 

350 000 

(2) 

31 

Wages Control A/c 

To General Ledger Adjust 
ment A/c 

Transferring amount of 
wages paid for three months 
ending 31st March 


lorooo 

(3) 

31 

Work in Progress A/c 

To Raw Matenal Stores A/c 
Transferrmg value of mater 
lals issued from stores to Work 
m Progress as per stores requi 
sitions 

337 618 

327 618 

(4) 

31 

Work m Progress A/c 

To Wages Control A/c 
Joumalizmg amount of di 
rect labour charged to produc 
tion as per summary of job 
cards 

87 400 

87,400 

(S) 

31 

Work m Progress A/c 

To Works Expense Con 
trol A/c 

Charging Work m Progress 
A/c with amount of works ex 
penses, being 143% on direct 
labour 

124,982 

124 982 

(6) 

31 

Fimshed Goods Control A/c 

To Work in Progress 
Materials 

Labour 

Expenses 

Transferrmg works cost of 
completed goods and placed 
into finished stores as per Sum 
mary of Works Orders closed 

S43 555 

328 50° 

88 500 
126 555 
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JOURNAL ENTRIES— (co»W ) 


No 

Date 

Particnlara 

Dr 

Cr 

(7) 

31 

Cost of Sales A/c 

To Finished Goods Con 
tiol A/c 

Charging Cost of Sales A/c 
with value of goods issued for 
dispatch to customers as per 
Summary of Stores Requisi 

i 

550 000 

£ 

550 000 

(8) 

31 

Cost of Sales A/c 

To Sales Expense Control 
A/c 

Being proportion of sales 
expense chargeable to Cost of 
Sales A/c 1 e 22% on works 
cost of goods sold 


121000 

(9) 

31 

Estabhshment Expense Con 
trol A/c 

To General Ledger Adjust 
ment A/c 

Transferring expenses for three 
months ending 31st March 

251 700 

251 700 

(10) 

Mai 31 

Admmistrative Expense Con 
trol A/t, 

Sales Expense Control A/c 
Works Expense Control A/c 

To Estabhshment Ex 
pense Control 
Journaliamg result of alloca 
tion of expenses 

63 800 
go 300 
97 600 

251 700 

(II) 

31 

Works Expense Control A/c 

To Wages Control A/c 
Transferrmg amount of in- 
direct wages 

13 600 

13 600 

(12) 

31 

Sales Expense Control A/c 
Works Expense Control A/c 

To Administrative Ex- 
pense A/c 

Being apportionment of ad- 
mimstrative expenses to Sales 
and Works Departments as 
per Expense Allocation State- 

31,900 
31 900 

63 800 
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JOURNAL ENTRIES— (conlii! ) 


No 

Date 

Particulars 

I Dr 

Cr 

(13) 

31 

General Ledger Ad]ustmentA/c 
Cost of Sales A/c 

To Cost of Sales A/c 
Journalizing value of sales 
Zesi returns for three months 
ending 31st March 

1 ^ 

713 700 

£ 

735 400 

{14) 

31 

Finished Goods Control A/c 
Sales Expense Control A/c 

To Cost of Sales A/c 
Joumalizmg value of goods 
returned hy customers and 
debitmg Stores A/c with works 
cost of returns and Sales Ex 
pense Control A/c with sales 
expenses 

3 557 

19 727 


{Note The difference between the credit to Cost of Sales 
Account and the total sales value of the goods returned, 
1 e £21,700, represents the lo per cent profit added to the 
Total ' Cost to Sell ’ when the goods were charged to 
customers— Total Sales Cost £19,727 10 per cent = £i,973 
= £21 700 selhng price ) 


3-(B 1855) 



STORES CONTROL ACCOUNT (RAW MATERIALS) 



WORK IN-PROGRESS ACCOUNT 




L 


d 

To Work m progress 





• Materials 


3 196 



Wages 


2 800 



Expenses 


4004 



Materials issued 

JE 3 

327 618 



Direct labour 

JE 4 




Works expenses 

JE 5 

124 082 





£550 000 



To Balance b/d — 





Materials 


2314 



Labour 





Expenses 


2431 




By Transfer of completed 
work — 

Materials 
Labour 
Expenses 
Balance c/d — 
Materials 

Expenses 


328 500 
SS 500 
126555 


WAGES CONTROL ACCOUNT 




1 


d 




£ 


d 

To Wages paid 

JE 2 





By ork m Progress A/c 

JE 4 

S7 400 







Works Expense A/c 

JEii 

13 600 

- 

- 









£101 °o° 


- 














GENERAL LEDGER ADJUSTtlENT ACCOUNT 



point of 



(Memorandum Account only) 
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TRIAL BALANCE 


Bj Cr 



£ 

‘1 

d 

£ 


d 

Raw Matenal Control Account 





1 


Finished Goods Control Account 







Work in Progress Account 







General Ledgei Adjustment Account 




99 000 



Cost of Sales Account 







Works Expense Control Account 

18 118 




! 


Sales Expense Control Account 

4 757 

- 

- 





£t.(>\ 427 



;£ i 6 i ,427 

“ 




CHAPTER IX 


ACCOUNTING FOK EXPENSES , SEEVICE ORDEES 

The Expense Control Accounts, winch were dealt with in 
Chapters VII and VIII, only control such expenses ‘ in 
total ” Whilst tins IS necessary, it will readily be seen that 
the Control Accounts alone are of limited managerial use 
because they do not show m sufficient detail why or how 
the money has been spent 

Furthermore, the comparison of the expenses actually 
incurred with those recovered in costs once each quarter 
may be sufficient for some concerns, but in the majority of 
cases this quarterly comparison will not meet the reqmre- 
ments of the larger manufacturmg plants It is therefore 
necessary that this comparison be made at more frequent 
penods 

The purpose of this chapter, therefore is to explain the 
principles involved in accounting for indirect expenses in 
detail, and to enable the companson of actual expenses 
with those recovered m costs to be made at more frequent 
mtervals than once every three months 

The Indirect Expenses of a business consist of items 
which anse m two different directions There are those 
expenses which will be recorded in the general accounts, 
comprismg such items as Rent, Rates and Taxes, Salaries 
Travelling Expenses, Insurance Royalties, Discounts, In- 
terest on Overdrafts, General Expenses, and Advertismg, 
etc Expenses of this nature will be recorded in the general 
accounts, as they represent the expenses that anse directly 
from the payment of cash There axe also other items of 
indirect expense which arise solely within the plant, such as 
the issues of sundry materials from stores for use on repairs, 
mamtenance and upkeep of plant and buildings, etc , 
sundry supplies for cleamng, such as brooms, mops, soap, 
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and dusters, etc , indirect materials for use by the Direct 
Workers, such as oil, rag, waste, emery paper, small pensh- 
dble tools, chalk for polishing, and many similar items as 
required by the different industries the value of indirect 
labour expended upon the different kmds of service, such 
as cleanmg, sweeping general labourmg, inspection and 
viewmg repairs to plant and bmldmgs erection of new 
plant and buildings, etc 

The former group of expenses, 1 e those that represent 
the payment of cash to outside concerns, will be suitably 
recorded m the system of general accounts, but as regards 
the many items which comprise the second group, 1 e those 
expenses which are incurred withm the plant, there must 
be set up a method that will enable a concern to account 
for each item m detail 

The recording of the expenses which comprise the former 
group will not present any difficulty to those concerns 
winch have their general accountmg system arranged on a 
proper basis, as the classification or analysis of accounts 
will provide all the information necessary With regard to 
those items which are only paid for at long intervals, such 
as rent, which may be paid for quarterly, there wiU be set 
up in the general accounts a reserve for the amount of rent 
accrued each month The total rent accrued each month, 
therefore, wiU be easily ascertamed, whether it has been 
paid for durmg the month or at other periods 

Depreciation is another item that is sometimes inserted 
in the general accounts only once a year, but if a system 
of Cost Accounting is m operation, this item, together with 
all other expenses of a like nature, will be dealt with on a 
similar basis to that descnbed above for rent, and a reserve 
set up for the amount to be charged each month 

When a comparison has to be made, on a monthly basis, 
of the actual expenses against those recovered in costs, 
the collection of such items wdl be made possible by the 
above system of settmg up reserves for all accrued items 
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With regard to the items which comprise the second 
group of expenses a slightly difterent method has to be 
used, as they cannot be dealt with simply by the setting 
up of reserves in the accounts The charges for this group 
of items wiU anse within the plant, as they represent the 
cost of the mdirect work rendered by the Service Depart- 
ments in the plant to the Producing Departments The 
cost of this class of expense must, therefore, be ascertained 

When all the different kinds of materials were purchased 
the total value of such purchases was charged to a Raw 
Matenal Stores Control Account because it was not known 
at the tune which kmd or what quantities of the mateiials 
would be used for mdirect woik Likewise, the wages paid 
were charged to a Wages Control Account, and the direct 
wages were accounted for by summaiizing all the Job 
Cards and charging the amount to the respective works 
orders However, as regards the Indirect Labour, the 
amount was transferred to the Works Expense Control 
Account m total therefore no accounting for this expense 
has yet been made in detail 

With some concerns it is not possible to ascertain the 
total amount of wages spent upon indirect work by the 
use of an analysed form of pay roll (Form No S'), for the 
reason that duect workers will sometimes be reqmred to 
book then tune to certam kmds of indirect work For 
mstance, a maclune breakdown will cause the direct worker 
to lose tune on his productive woik It is customaiy m 
such a case for the worker to charge his "lost" time to an 
order on which is collected all the tunes lost through the 
breakage of belts and other causes of machine breakdown 

Another mstance where the type of pay roll illustrated 
by Form No 8 cannot be used, is m those mdustnes where 
there are many different kmds of mduect work, such a 
large number of columns would be required to analyse 
each kmd of mdirect work that the size of the pay roll 
would be too cumbersome to handle A method must. 
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theiefore, be introduced whereby the costs of the various 
kinds of indirect labour can be ascertained 

Reference to the Works Expense Allocation Statement 
(Forms Nos 16, and 17) will assist in followmg the 
discussion up to this pomt On Form No 16 there were 
collected all the expense items that should be charged to 
the plant and these were dealt with by allocating them to 
the different kinds of service The result of this work gave 
us an estimate of the probable expenses for each class of 
service for the ensumg year The next step in the control 
of expenses is to account in detail for all the items m order 
that the actual cost of each kmd of mdirect work can be 
compared with the estimates A descnption of the method 
used for collecting the actual indirect expenses will now be 
given in order that the objectives referred to can be achieved 
namely — 

[а] To ascertam the actual cost of all the various mdirect 
expenses incurred during the year 

(б) To provide a complete and detailed check upon the 
estimated expenses which were recovered m our costs as 
against those actually incurred 

Objective («) is necessary so that the management can 
intelhgently control the mdividual items of expense 
Objective (6) is essential as a comparison of the estimated 
expense with the actual must be made in order that future 
estimates can be prepared with more reliance 

Service Orders 

A system of Service Orders is brought into use so that 
the cost of each class of ‘ mdirect” work can be ascertamed 
by chargmg it to a separate Older, as was done when 
"direct” wrk was charged to a Works Order Number to 
find the cost of each job or article 

Service Orders are sometimes known as Standmg Works 
Orders The reason for so naming this class of orders is 
due to their permanence, 1 e they stand from month to 
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month, and through them the indirect expenses oi costs 
are controlled in detail, both m regard to indirect materials 
and indirect labour, and also other sundry mdirect expenses 
It must be borne m mmd that a Service or Standmg Ordei 
bears no relation to a Works Order The latter is an 
instruction to manufacture for sale, the former is an 
instruction for service to be rendered by the works to the 
works 

In collectmg the cost of all the expenses of a plant, 
provision must be made to ascertain the cost of mdirect 
labour, mdirect materials and indirect expenses The 
method used is very similar to that described m Chapter X 
for Job (or Order) Costmg, excepting that, m this instance, 
we account for all "mdirect items mstead of direct ’ 
items 

Capital and Revenue Expenditure 

The mdirect expenses of a manufacturing business aie 
of two kmds first the expenditure of labour and materials 
in the making and erection of new plant and machinery, 
tools, buildings, etc , which wiU ultmiately be a charge to 
the capital accounts in the financial books, because the 
work so performed mcreases the value of such assets, 
secondly the expenditure relating to the repair, main- 
tenance and upkeep of such capital assets, and also the 
cost of other service departments m the works, such as 
shop cleaning, mspection and viewmg, supervision, labour- 
ing, lightmg, heatmg packing, storekeeping, etc 

The number and the names of the items which compnse 
Service Orders will vary with the nature of the mdustiy 
and the size of the busmess to which they relate, but the 
foUowmg specimen list will serve to illustrate )?ow Service 
Orders can be used as a means of analysing all mdirect 
expenditure in such a manner as wdl clearly show why and 
how the money has been spent, thus assistmg the manage- 
ment in the control of the busmess 
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Capital Expenditure 


Service 
Order No 

Descnption 

S 0 No 51 

Making and/or erection — 

New powei plant 

52 

Lighting plant 

53 

Machine tools 

34 

Fixtures and httings Office 

53 

Fixtures and fittings Plant 

5& 

Buildings 

57 

Malang new loose tools 

58 

Making patterns 


Revenue Expenditure 


Service 
Order No 

Descnption 


Repairs and Maintenance — 

bO No :oi 

Power plant 

102 

Lighting plant 

103 

Machine tools 

104 

Fixtures and fittings Office 

105 

Pixtuies and fittings Plant 

106 

Buildings 

107 

Loose tools 

108 

Patterns 


General Shop Expense 

Indirect Labour Intended to give an analysis of all 
indirect labour, these Service Orders may be arranged to 
give an analysis either by departments or by the nature of 
the work performed With some concerns the departmental 
analysis may be as follows — 


Service 
Order No 

Descnption 

S 0 No 203, 

Stores and Receiving Departments 

(Including wages of all assistants other than sal 
aned employees) 


202 

Power Department 


Repair Department 

204 

Dispatch Department 



132 


PRIMER 01 COSTING 


General Shop Expense — conti nued 


Service 
Order No 

Desciiption 

S 0 No 205 

Tool stores 

206 

General shop labourmg 

207 

Shop cleaners and sweepers 

208 

Inspection and viewing 

209 

Supervision 


Unallocated time 

211 

Packing Department 


Miscellaneous 


Service 
Order No 

Description 

SO No 301 

General purposes 

To include oil lags waste emery paper etc and 
all such items required by the factory (Raw 
materials must not be drawn from stock on this 
Service Order) 

302 

Welfare and cafeteria expenses 

To include all expenses in connection with wel 
fare work sports etc but exclusive of general 
repairs and maintenance of cafeteria buddmgs 
winch should be charged to S 0 106 

Complaints 

Expenditure m regard to rectifying repainng or 
altering of the company s products which have 
been letumed by a customer due to faulty ivork 
manship and/or materials or design Damage m 


304 

Experimental 

Expenditure incurred in regard to experimental or 
development work earned out m connection with 
the company s products 


The Service Ordeis relating to woiL on capital items 
(i e capital additions) are usually dealt with slightly differ- 
ently from those given for revenue expenditure , takmg as 
an example S 0 No 53, it would he the practice to issue 
an order for each ]oh that has to be done, so that the cost 
of the woik can be noted upon the record that is kept of 
each piece of machineiy Assume, theiefore, that a new 
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machine tool which has been dehvered such as a radial 
dull in an engmeenng shop or a power driven sewing 
machme m a ready-made clothing factory, reqmres fixing 
m position The order for its erection (bearing the reference 
"SO No 53/1 ’’) would be issued to the Plant Mamtenance 
Department or Works Engmeers The S 0 No 53 indicates 
the nature of work to be performed, and the " stroke number 
I ” the separate account to which the cost is to be charged 
All materials issued from stores such as cement, angle 
iron, holdmg-down bolts, etc and the tune of the men 
engaged upon the work would be booked to tlus account 
number m ]ust the same way as explained when deahng 
with the ordmary works 01 production orders When the 
next piece of machmery is dehvered the Service Order 
number issued would be S 0 No 53/2, and the work 
entailed m comiection therewith charged to the sub account 
No 2 By tlus means it is possible to ascertain the cost of 
the work done on each piece of new machmery 
Similarly, the work in connection with the repairing, 
mamtenance, and upkeep of plant, machmery, and build- 
ings IS analysed to show the expenditure incurred on 
behalf of the mdividual machme tool or buildmg, etc 
The numbers 201 to 211 chiefly relate to mdirect labour 
no matenals bemg booked to these accounts, whereas 
Accounts Nos 301 to 304 will have charged to them mate- 
rials used m addition to labour Account No 210 provides 
very important mformation legardmg the time that is lost 
by the direct workers in changmg over from one ]ob to 
another or for various other reasons In all manufacturmg 
concerns there wdl always be stoppages and delays due to 
many causes some of which are unavoidable and m order 
to assist the management m keepmg this unallocated” 
time at a mmimum, there are usually a numbei of sub- 
accounts to the mam Service Order For instance tune will 
be lost in reportmg to the foreman between jobs, in waiting 
for a fresh order to be issued, m waitmg for matenals, m 
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"washmg up ” or in any other way by winch the workmen 
are kept away from their productive ’ woik 
In those industries therefore, where lost time is due to 
m any reasons, the Service Orders are arranged to show the 
cause and such a S 0 No 210 would have sub-accounts 
similar to the following — 

S 0 No 210/1 Belt bioken 
S 0 No 210/2 Waitmg for matenals 
S 0 No 210/3 Waiting for tools 
S 0 No 210/4 No work 
S 0 No 210/5 Machine breakdown 
S 0 No 2to/6 Power breakdown 

Accounting for Indirect Materials 
Whenever materials are required m coimection with the 
work to be done on a Service Order a stores requisition is 
used but to differentiate between the requisitions issued 
against a works ordei, a different coloured form is neces- 
sary In some cases, however, a special requisition is 
prmted, the chief alteration being at the top of the form 
(see Form No 4), the symbol “SO ’ being quoted in 
place of WO’ The use of different coloured forms will 
not only facilitate the woik in the Cost Department but 
upon their presentation to the storekeeper he can see at a 
glance that the materials required are foi use on indirect 
work, and can take the necessary steps to check the 
requisition before issuing the goods 
The quantity of materials issued is noted on the Bm 
Card, and the requisition then sent to the stock record clerk 
in the cost department, who deals with it m exactly the 
same manner as was explained for summanzmg the mate- 
rials issued on works orders in Chapter IV ^ 

Accounting for Indirect Labour 

The recordmg of the mdirect workers’ tune is effected 
m a manner similar to that descnbed in Chapters V and 
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VI for direct labour, excepting that the Job Caids will be 
of a distinctive colour, and that the Service Order number 
IS quoted in place of the Works Order number A Job 
Card ruled similarly to the specimen Form No 18 is 
Form No 18 

SERVICE ORDERS— JOB CARD 



by the piece-work or bonus methods, but only upon the 
day rate method No particulars, therefore, are necessary 
m regard to piece-work or bonus eammgs Separate cards 
are generally used for each service order to facihtate the 
collection of the labour costs 
It will now be seen that the card racks will not only 

10— (B 1853) 
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contain Job Cards relating to works orders m hand and m 
progress, but also those relating to service ordeis 

Control Accounts for Service Orders 

Havmg ascertained by the above method the amount of 
indirect labour and the value of materials issued on each 
service ordei, the details can now be summarized to provide 
the figures for chargmg each Service Order, and at the 
same time prepare the Journal entries m connection with 
the Materials and Labour Control Accounts 
The chargmg of matenals and labour to each of the 
Service Orders m the Job Cost Ledger will be effected m 
]ust the same manner as for ordmary works orders, the 
stores lequisitions and Job Cards being either posted direct 
to the individual accounts 01 summarized on coUectmg 
sheets 

The total value of matenals issued for the week or other 
peiiod IS then journalized as follows — 

Dr Service Orders 

Cr Stores Contiol Account (Raw Matenals) 

The total amount of indirect labour will hkewise be 
journalized as a debit to the respective service orders, but 
as regards the credit entry, a slight variation m the routine 
of cost control, as described m Chapter VIII, becomes 
necessary When deahng with the control entries m Chapter 
VIII, a concern that had just installed a system of Cost 
Accountmg was used as an example No system of service 
orders had been m use prior to the installation of the 
system, and the cost control entries, therefore, had to be 
completed in a manner that would enable the concern to 
control the actual expenses m total There is now, however, 
a system of service orders in operation The indirect labour 
can be controlled m detail, and the Journal entry No ii, 
which was given m the specimen control entries in Chapter 
VIII, will he omitted from all future control entries In its 
place, the followmg entry is made each month — 
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JDr Service Orders 

Cr Wages Control Account 

With a system of service oiders m operation, the amounts 
of indirect labour are accounted for each week or month in 
a manner smidar to that explained for Direct Labour (see 
Journal entry No 4, Chapter VIII) exceptmg that the 
amount is charged direct to Service Orders and not to 
Work-m-Progress Accoimt 

After posting the above Journal entry m the Cost Ledger 
the Wages Control Account for the week or other period 
under review will show a zero balance Beaimg in mind 
that we have already checked the times shown on the Job 
Cards with the Gate Caids of each man when calculating 
the total pay for the week, any differences would have been 
dealt with at the lime and the records adjusted accordingly 
We have now completely effected the leconcilement ^n 
detail of the moneys paid m wages with the geneial accounts, 
and at the same tune accounted m detail for both direct 
and mdirect labour Similarly, the balance now remairang 
in the Stores Conti ol account will represent the value of the 
raw matenal stock on hand, as actual quantities in stock 
have been physically checked by taking a fixed number of 
bins each day and comparing the totals shown on the 
Stock Record Card We have therefore also effected recon- 
cilement with the general accounts for this item, and at 
the same tune accounted in detail for both direct and 
mdirect materials consumed m production or on service 
orders 

Furthermore, by summarizing the totals chuged to each 
Service Order, we can now prepare a statement of the 
actual induect expenses, so accountmg for all moneys spent 
upon indirect work 

We hav^, m fact, earned out aU the operations previously 
described as necessary m the sphere of cost findmg and 
cost control 



CHAPTER X 

METHODS or COST FINDING JOB (OR ORDER) COSTING SYSTEMS 

Job (or Order) Costing Systems 
The principles of Job Costing can be so usefully appbed 
in such a variety of trades, that it is impossible m an ele- 
mentary work of this nature to give a detailed description 
of the actual methods or routine that would be used under 
many conditions 

It has been seen from the previous chapters that the 
pnnciples of costing aie such that they can be apphed to 
any manufacturing busmess The actual method of apply- 
ing these pnnciples will depend entirely on the nature and 
size of the business The routine already descnbed was 
given by way of lUustration only, and must not be accepted 
as the only method that can be used A system of cost 
accountancy must be devised to fit the business, not the 
busmess to the system 

The basis of the ]ob costmg method is the costing of an 
individual job or piece of work The job may be an order 
for a large quantity of articles or for one only, as mentioned 
in Chapter II, when it was explamed that a works order 
may be issued m the ready-made clotlung busmess for one 
or for a batch of suits 

In the engmeenng trades the job may covei the manu- 
facture of 5,000 connecting rods oi of i fly-wheel cast to a 
special pattern , in the cabmet making industry it may be 
for 1,000 radio cabinets or for i special office desk , in the 
rubber trades il may cover i,ooo gross of washers or lo 
gross of rubber thigh boots Whatever the quantity may 
be the basic principle remains, i e the ascertamment of 
the cost of the job In most factones the job is covered 
by the works order the production order, or the service 
order, whereas with builders it is by the "contract ” 
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With the smaller size of firm the costmg of a job is a 
comparatively easy matter if the methods as described in 
the previous chapters are closely followed, but with large 
concerns, and especially those which manufacture on the 
mass production pnnciple, the method generally becomes 
slightly more mvolved on account of the large quantities 
of articles or parts which have to be made 

Sub -Orders 

In such cases the job wiU resolve itself into an order 
for a ” part ” or a particular " operation” that is to be 
performed m one department of the works instead of for 
the complete articles Assummg, for mstance, that a,ooo 
electnc motors have to be made, the job would still be 
the 2,000 motors but to facihtate the collection of the 
many items which wiU go to make up the cost of the com- 
plete order the article to be made is divided into com- 
ponent parts, and a separate order issued for each part 
In the case referred to the order for the 2,000 motors 
would be, say, W 0 No 7250 The names of each part of 
the complete motor are then hsted, and the necessary 
quantity of each part, to make up 2 000 motors is ascer- 
tamed, and sub-orders issued for each part, the first bearing 
the number W 0 No 7250/1, the second W 0 No 7250/2, 
the third W 0 No 7250/3, etc In addition to the sub- 
orders for the manufacture of each part, orders will also 
be issued tor assembhng the parts mto complete machmes 
The assembly orders wiU be of two kinds first, there is the 
” sub-assembly, ' 1 e the assembly of several parts mto a 
complete unit, and, secondly, the final assembly" of these 
umts mto a complete motor 

With the manufacture of electric motors, a sub order 
would cover the assembly of the various parts which go 
to make the brush gear, another sub-order would cover the 
assembly of the commutator, etc The final assembly order 
would cover the assembly of the parts manufactured on the 
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sub-assembly oideis such as armatures fields cods, base 
plates etc , mto the complete machine In the case of 
electric motors, however, a further sub-order will be required 
to cover the testmg of each machine 

By splitting up the mam order mto orders for the natural 
parts of an article or its appropriate divisions for manu- 
factunng purposes and issumg a sub-order to cover each 
part or operation, it is possible to ascertam the works cost of 
each part by charging aU the materials and labour consumed 
to the respective orders Furthermoie, by summanzing the 
total cost of each sub-oider, we not only arrive at the final 
cost of making the 2,000 electric motors, but we can tabu- 
late our summary m such a manner as will cleaily show 
the extent to which the various elements have entered mto 
the cost of the final product 

Accounting for Materials 

The routine necessary to record the value of materials 
consumed in production with the Job Costing method has 
been described m Chapters III and IV, the Job Costmg 
method of Cost Fmdmg havmg been taken as an example 
when explainmg the use of Stores Requisitions and the 
summarizing of the material costs therefrom 

In Chapter IV it was stated that with well organized 
stores, the storekeeper is never allowed to issue any mate- 
nals unless an order in wiitmg, signed by a responsible 
official, is presented to him It now remains to describe 
the prmciples tindeilymg the vanous methods of issumg 
Stores Reqmsitions 

The basis of any Job Costmg system is to " cost the ]ob " 
We must, therefore, arrange the system m such a manner 
that as and when Stores Requisitions arc issued, they will 
be coimected with the particular Works Order on which 
the materials axe to be used There are two matters that 
must be accommodated m tins respect First, the Stores 
Reqmsitions must only be issued agamst a Works Order 
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Secondly, the Stores Requisition must beai the reference 
number of the Works Order 

The former is necessary to control the issues of Stores 
Requisitions, and to guarantee that matenals are issued 
from stores for use on authorized work only The latter is 
necessary to notify the Cost Depaitment of the paiticular 
order which has to be charged with the value of materials 
issued 

With some concerns the foreman of each department 
in the plant wdl issue reqmsitions on the stores for any 
matenals required This method works satisfactorily with 
the smaller concerns, but not so efhciently with the larger 
size plant To be effective it entails a considerable amount 
of checking by the Cost Department and the storekeeper 
otherwise a very elaborate system must be mtroduced in 
Older to avoid ovei -issues of materials With such elabora- 
tion, however, it will rarely be possible to prevent the over- 
issue or unauthonzed withdrawal of matenals as this will 
not become apparent until after the material has been 
obtained To avoid difficulties in this direction, therefore, 
the reqmsitions should be issued by the department in the 
plant which is responsible for the plannmg or routmg of 
the work through the various producmg departments 

With some concerns it is the practice for the Planning 
Department to issue the Stores Reqmsitions for Direct 
Material only, and to allow the departmental foreman to 
issue requisitions for Indnect Materials required for use on 
Service Orders In such cases the Stores Reqmsitions are 
printed on colouied paper in order to distmgmsh between 
those used for Direct Materials and those for Indirect 
Matenals 

As the Works Orders are issued to the plant, the Planning 
Department wdl "plan” the work and issue the necessary 
detailed instruction to each of the producmg departments 
concerned with the manufacture of the product Stores 
Reqmsitions wdl also be made out for the materials 
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required and the different Works Order numbeis quoted 
thereon 

The issue of the materials then follows m accordance with 
the prmciples already explained m Chapter IV The store- 
keeper mitials the Stores Requisitions to indicate that they 
have been fiUed and sends them to the Cost Department 

Stores Credit Notes 

Matenals issued to the plant for manufacturing purposes 
will sometimes consist of items that cannot be convemently 
measured into the exact quantity that wiU be required for 
a particular operation or process In such cases it may be 
the practice to issue an item of material m bulk such as a 
reel of copper wire m an electncal repair shop On com- 
pletion of the work, the balance remainmg is returned to 
the stores 

The issue of the bulk supply is made agamst a Stores 
Requisition, the total quantity bemg credited to stock on 
both the Bm Card and Stock Record Card Upon the 
retuin of the balance, the storekeeper weighs or counts the 
quantity and makes out a Stores Credit Note,” which then 
forms the medium for creditmg the job and debiting the 
stores Stores Credit Notes are, therefore, entered upon 
the Bin Card and Stock Record Card as a receipt, ’ but 
as a " credit ” to the Works Order Number, as shown on the 
Credit Note and from which the materials were returned 

A specimen of a Stores Credit Note is given (Form 
No 19) 

Rejection of Spoilt Work 

With most manufacturmg concerns it frequently happens 
that, due to many causes matenals will be spoilt durmg 
Manufacture When this occurs, the particular Works 
Order Number must be credited with the value of the 
spoilt work A ‘ Rejection Note” IS sometimes used It is 
ruled similarly to the Stores Credit Note, but space has 
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to be provided in order that the reason for rejection can 
be stated 

These fonns follow a slightly different routine from the 
Stores Credit Note as regaids the treatment in the cost 
records 

Materials rejected as defective camiot be put back mto 
stock, but must be placed on one side until the correct 
disposition IS decided upon If the material is defective, it 
will usually be returned to the supphers for credit If on 
the other hand, the matenals were spoilt by the workmen 
whilst working on them in the plant, the material, less its 
scrap value is a complete loss to the concern and the cost 
will then be transferied to the Service Order, wluch is 
brought mto use to collect the cost of all such spoilt work 
The entries to be made by the Costmg Department 
therefore, will be a credit to the Works Order Number and 
a debit to a Service Order If the material is to be returned 
to the supphers for credit, the debit will be made to 
Accounts Payable (Suppliers’ Account) 

Summarizing Material Costs 
All the Stores Requisitions issued against a Works Order 
are collected together, as are also any Stores Credit Notes 
or Rejection Notes, and the values of the matenals used 
then summarized as was explained in Chapters III and IV 
Accounting for Labour 

The collection of the labour costs for each Works Order 
will follow on lines similar to those explained for materials, 
but in this instance the Job Caid will bear the number of the 
Works Order on which the workers are engaged 
The method used for bookmg time to jobs will depend 
upon the nature of the woik performed, and tlj^e system of 
wage payment in use, i e piece-work, or premium bonus 
methods, etc There are numerous methods of bookmg 
tune to jobs, each havmg its special apphcation, but the 
most common method, used by the average size concern. 
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IS to provide one Job Card for each Works Order on which 
a workei is engaged A specimen of such a card was given 
m Chapter V Form No g, and the routme also fully 
described The specimen cards Forms Nos 7 and 9, clearly 
mdicate the method employed by each worker when regis- 
tering his in” and "out’ times on the Gate Card (Fonn 
No 7) and the start and hnish of each ]ob on separate 
Job Cards 

As each ]ob is fimshed the Job Card is sent to the Cost 
Department where it is extended checked, and tem- 
porarily filed either by clock number or worker’s name 
At the end of the pay week the Gate Cards are collected 
(bemg replaced with new ones), and the “m” and 'out’ 
times extended and totalled The back of the card is ruled, 
so that all the Job Cards can be summarized thereon and 
the times booked to the various jobs agreed with the total 
as shown on the Gate Card 

Summarizing Labour Costs 

All the Job Cards issued against a Works Order will be 
collected together by the Cost Department after the extend- 
ing and checkmg of the Gate Cards has been completed 

The final compilation of the labour cost of a job may be 
deferred until aU the work on the particular order is com- 
pleted If this IS done, the Job Cards, when received by 
the Cost Department, will be sorted and filed accordmg to 
job number When the job is completed, all the cards can 
be taken from the file and summarized by the aid of an 
adding and listmg machine Should it be the practice to 
summarize the Laboiu Cost each week, the Job Caids will 
be dealt with exactly as above, and the weekly amounts 
entered on a Fmal Cost Summary 

Accounting for Establishment Expenses 

The recovery of Estabhshment Expenses in a system of 
Job Costmg should not present much difficulty if the 
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general principles, as explained in Chapters VII and VIII, 
are earned out However care must be taken when select- 
ing the actual method of recovering expenses, as the use of 
wrong methods in this direction will destroy all possibility 
of accuracy in the final results of the system Examples of 
the different results produced by each of the methods 
when applied to the same job, were given in Chapter VIII, 
and they serve to indicate the conditions under which each 
method can best be applied 

Havmg decided upon the method to be used, the amount 
recovered m the individual Job Costs will be inserted in the 
Cost Summary, the amount summarized, and the total 
journalized to the Work-in-Progiess Account If the pro- 
ducts are made foi stock the debit entry will be to the 
Fmished Goods Store Control Account if for sale, to the 
Cost of Sales Account With some methods of costing 
however, it is the practice to pass all products to the 
finished stores, the Sales Department reqmsitionmg the 
items for dispatch The entiies to the Control Accounts 
follow accordmgly 

Final Summary of Job Costs 

A Cost Summary is a form on which the detailed amounts 
of direct labour, direct materials, direct charges, and the 
proportion of expenses are finally summarized in order that 
the final or total cost of a job, order, or series of operations 
can be recorded and held available for future reference 

The method that will be used for summarizmg the mdi- 
vidual Job Costs will depend upon the volume of the 
business and the amount of information required by the 
management In some cases the summary of a complete 
cost can convemently be shown at the top of the Cost 
Account, which is contained in the Job Cost Ledger, 
whereas with some mdustnes it may be necessary to use 
special forms for this purpose For instance, those firms 
which contmually manufacture stock hnes m either small 
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or large quantities will geneially require their cost statistics 
in a form that will allow for easy reference In such cases, 
a card record system, arranged to show the total and 
detailed costs of a complete ordei and the average cost of 
each article, is often used 

In factories where the Works Order has been split up 
into sub-orders, a special form of Cost Summary is neces- 
saiy The object of these special forms will be, first, to 
summarize on one sheet the detailed material, labour, and 
expense items of each component and, secondly to arrive 
at the final cost of the whole order by summarizmg the cost 
of each sub-order on to a final cost summary sheet A 
specimen of the Cost Summary Sheet which is contained m 
a Job Cost Ledger is given (Form No 20) It will be noted 
that the Ledger sheets which contam details of the cost of 
a job aie not ruled with debit and credit columns hke the 
Ledger, which contamed the various Cost Control Accounts, 
but that the space is more usefully occupied for the analysis 
of the various items 

The specimen given (Form No 21) is ruled for summanz- 
ing the details of costs which have been previously listed 
on a material or labour collecting sheet, usually mserted in 
front of the collecting sheets m the Ledger 

A comparison of the two forms of Cost Summaries Forms 
Nos 20 and 21, wiU clearly show the prmciples of each 
kind The most important item in Form No 20 is the 
labour cost, and more space is allotted to it for analysis 
purposes With the type of Cost Summary illustrated by 
Form No 21, each element of cost is equally important, 
and space is also provided for the hstmg of the separate 
parts that go to make the complete article This form is 
specially arranged to summarize the cost of the component 
parts, and would be a suitable summary for use in costmg 
the manufacture of electric motors, referred to when des- 
cribmg the system of Works Orders earher m the chapter 

As a further example, many firms continually manu- 
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facture stock lines m either small or large quantities, such 
as in the ready-made clothing business, and where small 
electiTC motors are made for stock In these cases the cost 
summary is required in a form that will allow of easy access 
An example of such a lecord is given (Form No 22) This 
type of summary is contained on an 8 in x 5 m card 
ruled to show both the total and detailed costs of the 
complete order and the average cost of each article Other 
types of cost summaries are obviously used and the above 
examples are simply given to illustrate the different prin- 
ciples which are employed according to the nature of the 
industry carried on 

The general flow of cost procedure is set out in the chart 
(Fig 2) which appears in Chapter II This should be 
studied in conjunction with the description contamed in 
this chapter 

Comparative and Analytical Statements 

The completion of the function of Cost Control and Cost 
Fmduig produces many statistics which are of great 
importance to the general management of a business The 
preparation of Comparative Statements therefore, forms 
a most important part of a cost accountant’s duties By 
the production of these statements the cost accountant is 
able to interpret the results of a concern’s activities, mdicate 
trends, etc , and so convey this mformation to the manage- 
ment in a manner that is easily and quickly understood 

Comparative Statements must be prepared m such a 
manner that the information they are intended to give 
shall unmediately be obvious upon glancing at the form 
In other words, statements must be served up in a pre- 
digested form, and should not require a long and close study 
before one can discover what the figures represent or what 
mformation it is mtended to convey 

Examples of cost summaries have been given above 
The purpose of these summaries is twofold First, it is 
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essential to show in a concise and easily read foim the 
results in terms of cost of the manufacturing activities in 
the plant and of the sliaie of management and selling 
expenses that are correctly chargeable to each older pro- 
cess or product Secondly, they form a basis for the 
preparation of certain comparative statements Such sum- 
maries may be used whenever it is desired to compare the 
cost to make and the cost to sell, etc , with the sellmg pnce 
of the article on order, but if we study these summaries 
more closely we will observe that a gieat deal of mforma- 
tion can be obtained from them For instance, the total 
cost can be analysed to show the extent to which labour 
has entered mto the cost of the product as compared with 
matenals or expenses Labour can also be further analysed 
to show the class or type of help used in the manufacture 
of certain products as against othcis 

Materials can also be analysed to show the extent to 
which cheap and expensive matenals have entered into 
the different products 

With regard to factory and selhng expenses, etc , either 
the proportion of these to the complete cost can be ascer- 
tained, or the fluctuation of expenses absorbed by the cost 
of similar ai tides ovei a period can be found 

Fluctuations in the cost of labour, matenals, and expenses, 
over long penods, form an important subject for analysis 
and companson, and a knowledge of the basis upon which 
such comparative statements are prepared is desirable 

Labour statistics form, perhaps, the most general subject 
in regard to comparisons These statements usually take 
the form of analysmg the various types of labour employed 
m the plant and compaimg these figures with past penods 
It IS not sufficient, however, to give the total wages paid 
by, say, trades or departments for the current penod, and 
then to show the figures for the same period in the previous 
year Wages -will sometmies fluctuate by substantial 
amounts but one must take mto consideration the 
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fluctuation of output and of the number of persons 
employed etc otherwise the results may be misleading 
The following example of a statement will serve to illus- 
trate the type of information that is sometimes given m 
regard to the number of employees and the wages paid, 
compared with similar figures of the previous year 


COMPARATIVE STATEMENT OF AVERAGE NUMBER EMPLOYEES 
AND WAGES PAID 

Week Evding stjt J vnuakv 1936 avd 1937 


Departmeni 

1936 1 

1937 

ployed 

Total 
Pav Roll 

Number 

Em 

ployed 

wSy 

Wagu 

P^rRoIl 

Average 

Weekly 

Wage 

Producing Departments 
Turning 

Milling 

Drilling 

Coil winding 

Armature winding 
Painting 

Asaemblj 

Etc 

Total 

Senrtce Departments 

Receiving 

Tool room 

Tool stores 

Heating 

Welfare 

Eto 

Total 

Grand Total 

47 

1 

I? 

£ ' <1 

'fg i i2 

57 IS II 
35 14 3 

Tt 5 

39 15 7 

5760 

5190 

3? 60 
2550 

2150 

46^0 

37 

19 

£ s a 

140 10 

32 15 3 
52 5 

33 2 " 
4a 9 6 

5540 

Si 

2890 

33 ro 


493 8 ”3 

4077 1 

>48 f 

510 17 0 

41 36 


4 Ij 

6 10 10 

3750 

4120 

5060 

3270 

3140 

7 

17 18 3 

18 la 7 

r! 5' 

10 15 ^ 

33 10 

30 75 

10 

102 13 9 

4107 1 

51 

lOS 13 9 

4144 


596 a - 

4083 1 

299 

616 II 3 

41 38 


It wiU be noted that the statement shows the average 
number of employees, not the total number The use of 
the average m this mstance is preferable to totals, as it 
shows more dearly the variation m the pay roU If we give 
totals instead of averages, it becomes necessary to study 

II— (B 1853) 
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the statement more closely in older to determine the net 
fluctuations in labour for the period in question 

A further point, cleaily indicated in the statement, is 
that by usmg averages in this particular recoid, one can 
see very easily any change in the basic rate of pay i e if 
employees are being paid more per week as compaied with 
the previous yeai 

Averages must be used with a great deal of discretion, 
because very imsleadmg results or trends can be given by 
their wrong use Averages should, therefoie, be avoided as 
far as possible 

With regard to the kind of statements prepared, covenng 
materials, these will naturally differ accordmg to the size of 
the busmess and the class of trade carried on The two 
statements given, one of materials dehvered to a foundry 
(page 153), and the othei of the output (page 154), wiU be 
sufficient to indicate the general prmciples underl3nng such 
statements 

Statements simdai to those mentioned above may also 
be prepared, covermg the purchases of raw materials and 
analysed to show the values by classes or kmds of materials, 
or of materials used m production, material spoiled, scrap, 
or defective work, etc The kind of information it is 
mtended to convey wiU determme the manner in which the 
figures will be assembled 

Statements of factory output analysed to give operations 
and processes, etc , as well as the different articles made, 
will usually form another series of figuies of great benefit 
to the plant manager or production engineer Statements 
of this kind will usually give statistics which are essentially 
" techmeal ’ m so fai as production is concerned, whereas 
similar statements, prepared for the mformation of the 
general manager and commercial executives, will usually 
give the value of articles m place of the total and average 
umts of operations or processes, etc A comprehensive 
knowledge of cost accountmg in all its details is necessary 
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before one can thoroughly understand the essentials of 
these statements and no advantage will be gained m 
producing specimens at this stage 

Many other kmds of Comparative Statements are pre- 
pared by manufacturmg concerns from the figures con- 
tained in the general accoimts These will usually take 
the form of summarizmg the figures m the manufacturing 
tradmg, and profit and loss accounts and balance sheets, 
and companng them with the similar periods of previous 
years 

It is important that the object m prepanng such state- 
ments must always be kept m mind Statements made up 
of figures that do not convey them stoiy are not only 
useless, but if great care is not exercised in their presenta- 
tion, very senous results may follow by the wrong impres- 
sion being given to executives 
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METHODS OF COST FINDING PROCESS COSTING 

The process method of costmg is much simpler, and m the 
majonty of cases does not entail the same amount of 
detailed routine or number of forms as are required with 
the job costmg method The process method is used in 
all cases where one article of a batch loses its identity and 
becomes a part of a larger volume of production The 
method is used in the manufacture of chemicals, paint, 
varnish and oils, paper, cloth foodstuffs in the production 
of electricity and most kmds of metals , and m the working 
of coal mines, slate quarries, and the like Process costmg 
IS also used by firms engaged m the manufacture of one 
article whenever the parts of the article can each be made 
m one department 

The object is to ascertain the cost of each Variety of 
operation A Process Cost Account is employed for each 
operation or process, and is debited with the value of all 
materials and labour used, together with the correct 
proportion of mdirect expenses for each process Any 
by-product ansmg from each operation is credited to the 
Process Cost Account, and the balance represents the cost 
of the final quantity produced 

In a plant manufactunng a standard article, the general 
practice is to work to a recognized formula or defimte 
Works Order, and the method of procedure is sumlai to 
that described for Job Costmg Such formula, or Works 
Order, selves as mstruction to the various production 
departments throughout the factory The Works Order 
should contam full particulars of the materials required, 
quantities, weights, etc , and a copy would be handed to 
the Cost Department This copy acts as the basis for 
156 
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charging the various processes with the materials and also 
gives the necessary details for ascertaining the cost 

An example of a standard formula, suitable for the 
manufacture of pamt, is given (Form No 23) It wiU be 
noted that a description of the paint to be made is given 
at the top of the form, and immediately below this informa- 
tion, space is provided to contain details of the quantities 
and lands of materials to be used The quantity of each 
item of materials that must be used for each mix is also 
shown together with the necessary instructions as to the 
processes which have to be earned out, and any special 
notation regardmg the tmtmg or colourmg of the paint 
At the foot of the form, the method of packing is described, 
and the quantities of each size of container to be filled is 
noted 

With the above mformation m the possession of the 
workmen, they are able to proceed with the manufacture 
of the paint, the Standard formula serving the same purpose 
as a system of Works Oiders In the case of process costing 
a formula is simply another name for Works Orders 

Accounting for Materials 

With a system of process costing it is not always necessary 
or advisable to issue matenals m small quantities by means 
of a Stores Requisition as is the case with ]ob costmg 
They are usually dehvered m bulk to the various manu- 
facturing departments agamst the issue of a defimte formula 
or production order Exception would, however, be made 
in the case of bulky or heavy matenals and where it might 
be mconvement for a department to receive more than a 
given quantity at one time, owing to lack of space for 
storage 

As manufacturmg proceeds through the vanous produc- 
tion shops or processes, and the matenals, having been 
worked on, axe transferred from one department or process 
to another, the process accounts in the Cost Ledger should 
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be written up, ruled off, and the balance " earned fonvard” 
and charged to the department receiving the article (oi 
material) for the next operation or process (See the speci- 
men accounts which follow ) 

The routme of issumg the materials from stores against 
the Works Order, or formula, will provide the necessary 
data for crediting the Stores Control Account and charging 
the respective process accoimts If materials are found to 
be faulty, they would be returned to the stores, and the 
process or department concerned would receive credit in 
the usual way, i e through the medium of a Rejection Note 
or Stores Credit Note 

The issue of matenals for use on a Standard Formula will 
not always be effected by the use of a Stores Requisition, 
as it IS often more convenient for the workmen to present 
the Standard Formula to the storekeeper, who then issues 
the matenals required In such cases, the back of the 
formula (Form No 23) wiU be ruled to accommodate entnes 
covermg each issue of materials, and on completion of the 
manufactuxmg processes, the formula is returned to the 
Cost Department, which is then able to compile the cost 
from the full information contamed on the form Systems 
operated on this prmciple are very economical in practice, 
as it eliminates aU the work mvolved in the extendmg, 
checkmg and summarizing of the separate Stores Re- 
quisitions 

Accounting for Labour 

The routme followed when Process Costing is employed 
is very similar m prmciple to that desenbed for Job Costmg 
exceptmg that, in this instance, the method will usually lend 
itself to a more simple routme 

It may happen that the workpeople m each department 
are contmuously engaged on one process, and the chargmg 
of the direct labour to each process wiU present httle or no 
difficulty To give the desired information, the department 
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pay roll can be ruled and arranged sunilarly to the specimen 
pay roll of a Process System of Costing used in the manu- 
facture of shoe pohsh, given m the desciiption which 
follows 

On the other hand, where the course of manutacturing 
necessitates two or more operations being carried on in the 
same department, or where a workman is working in one 
department and then another, it is essential that daily or 
weekly time sheets be put into operation to obtain the 
analysis desired These time sheets are ruled to suit the 
requirements of the business, and m the description of a 
system that follows, a specimen tune sheet is given 

The starting and finishing times expended on each process 
are entered on the tune sheet by the employee, or, in some 
plants, the method is to clock ‘ on” and “off ’ by usmg a 
mechamcal time recorder At the end of a given period 
either daily or weekly, the tune sheets are passed to the 
pay roll department, where they are checked and compared 
with the workers' Gate Cards, and the pay roU made out 
from the mformation and records so obtamed The neces- 
sary credit entry required for the Wages Control Account 
IS taken from the totals of the pay roll and the 
corresponding debit to the mdividual process accounts 
created 

Accounting for Expenses 

The prmciple mvolved m the collection and allocation of 
expenses is similar to that employed for the Job Costmg 
method, exceptmg that all expenses will usually be allocated 
on a departmental basis Should there be more than one 
process earned out in any one department, a further division 
of the total departmental expenses should be made, each 
defimte process being charged with its proper share of 
expenses These expenses would be journalized as a credit 
to the department’s expense control account and debited 
to the process cost accomits m such departments 
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Process Cost Summaries 
As the matenals pass thiough the various stages of 
making into the finished article, they ■will increase m value, 

1 e further material, labour, and expense will have been 
added to them, and upon the article reaching its final stage 
and bemg ready for sale, the various process costs are 
summanzed and the final cost obtained 

Principles of Process Costing 
In order to illustrate the basic principle underlymg the 
process method of costmg, a specimen set of accounts is 
given (Form No 24), from which it will be noted that the 
matenals issued are charged to process No i, and that the 
direct labour expended upon tlus process is also charged, 
together with its proportion of mdurect expenses In the 
example, the basis of chargmg expenses is the percentage 
of direct labour method 

The matenals were placed into manufacture on 3rd June 
and the first process completed on 4th June The total cost 
of the first process is shown to be 57 8d per lb , as evapora- 
tion reduced the weight from 2,000 lb to i 500 lb 
The total cost of process No i is transferred to Process 
Account No 2, and the value of materials issued, wages 
and expenses required for process No 2 is then added 
After transfemng the by-products from this process, the 
actual weight of the product at this stage of completion is 
transferred to Process Account No 3 The balance remam- 
ing, namely, 100 lb is the loss m weight due to evaporation 
The progressive cost at this stage is shown to be 83 bgd 
per lb , the second process of manufacture having mcreased 
the cost by 25 89d per lb 

Process Account No 3 shows that to the balance brought 
forward there have been added material and labour, etc , 
required m the thud process, that another quantity of 
materials was thrown off as a by-product, and that the net 
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balance, le 1600 lb represents the completed pioduct 
which shows a final cost of 100 5d per lb 

The value of the by-products was transferred to a sepa- 
rate account, and the final result of this account shows that 
the average cost of the by-products is 12 fid per lb 

As will be seen from the above description, the operation 
of a system of process costs can be \ery simple On the 
other hand, certain industries are of such a nature that they 
will requiie a veiy comphcated method on account of the 
many and various kinds of by-products which anse durmg 
the course of manufacture 

Steam Raising Process Costs 
It was mentioned m an earlier lesson that in many 
instances one might find both the Job Costing and Process 
Costing methods in use m the same plant The foUowmg 
example (Form No 25) of a Steam Raising Account will 
illustrate this pomt, as such an account may be used in a 
plant which is also employing the Job Costing method 
The costmg of certain of the indirect expenses of a plant 
by usmg a system of service orders will often embrace the 
separate costmg of the power supply, when the concern 
generates its own electrical eneigy In such cases the cost 
of steam raising will form part of the Service Older costs 
With most factories steam is used for vanous purposes, 
such as for heatmg, drying, baking, etc , m addition to 
being used for motive power The method of process cost- 
ing is, therefore, employed to ascertam the cost of steam, 
because the expendituie must be analysed m order that 
the cost for each service can be discovered and a check 
placed upon any waste 

The expenditure m coal, water, oil, waste, miscellaneous 
stores items, and labour, is directly allocated to a Steam 
Raismg Account, and the final cost per 1,000 lb of steam 
produced or per 1,000 lb of water evaporated is figured 
Form No 25 is a specimen of a Steam Raismg Account, 
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from which it will he noted that the difference between the 
quantity of steam raised and the quantity used represents 
the wastage or loss for the period 

The object of a Steam Raising Account is not only to 
ascertain the cost of steam raising but also to provide the 
basis for distributing the cost to the various departments 
or processes of manufacture The cost of steam has to be 
absorbed by the departments using the service At the foot 
of the example (Form No 25) there is inserted the distribu- 
tion of the cost to Drying Power, Heating, etc The losses 
for the month would, in this case, be transfened to a General 
Plant Expense Account, and apportioned over the whole 
plant departments, together with other losses of a similar 
nature 

By-Products and Scrap in Process Costing 
Reference has been made to by-products in the above 
description of Process Costmg, and, to avoid confusion 
between the meaning of the terms By-products and Scrap 
it should be noted that scrap is a wastage that arises durmg 
the manufacture or the processing of materials to produce 
a saleable product Scrap will also arise through defective 
workmansMp or defective matenals To distmguish this 
kmd of “scrap” from that which arises through wastage, 
it IS generally referred to as "defective work” or 'spoilt 
work ” The term "scrap,” therefore, has reference to the 
material wastage that arises durmg manufacture 

In the engmeermg industry a great deal of Scrap will 
arise m the various machining operations When a piece of 
metal is placed on a lathe or milhng machme, it is worked 
into the desired shape by cuttmg or milling away the parts 
of the metal not reqmred , tlus metal is scrap, and is some- 
times referred to as “ turnmgs ” Scrap metal has a scrap 
value, and its market price will fluctuate according to the 
quantity available, or to the demand for such scrap on the 
open market 
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In the case of Defective Work, it is sometimes possible 
to rc-work or repair the defective part or article to render 
it saleable On the othei hand, if the defects are such that 
this cannot be done, the cost of the labour and the value 
of the material in the defective article, less the scrap value 
of the material is a loss to the concern 
Defective or spoilt work however will not arise in a 
system of Process Costmg to the same extent as it wiU in 
Job Costmg 

By-products anse in most of the contmuous process 
mdustnes A manufacturing process may proceed up to a 
certain stage, when the hquid sohd, or gas which is bemg 
dealt with becomes divided or formed into two or more 
distmct products The distillation of coal offers a very 
good example Coal is put mto airtight ovens, heated and 
the gases driven off, leaving a sohd matter composed of 
carbon, ash, sulphur and phosphorus, and known as coke 
The gases dnven off aie taken mto coolers and condensed, 
and the primary by-products extracted from the volatile 
matter We, therefore, have the mam products, i e coke 
and gas, and the primary by-products, which are tar, 
ammonia, and benzol After the gases are drawn from the 
ovens by the exhauster, the tar is condensed, leavmg the 
ammonia and benzol to be extracted at a proper tempera- 
ture in the saturators and scrubbers respectively 
Reference has been made to primary by-products to mdi- 
cate that, by passing these through additional processes 
further by-products are obtained Such products as tar 
and benzol can be subjected to further distillation for the 
recovery of valuable by-products such as naphthalene, 
creosote, green oil, anthracite, and pitch etc 
The packing mdustry offers another good example where 
by-products arise Livestock is kiUed to produce foods for 
human consumption In this process many by-products 
arise, such as hides, oil, tallow, fertilizer, wool, etc 
The apportionment of the expenditure mcurred between 
ia-(B 1S55) 
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the main product and the by-product presents one of the 
greatest difficulties in connection with Process Costing Up 
to the pomt where the main products separate from the 
by products, no difficulty exists in recording the cost of 
the process as the total expenditure is chargeable to the 
process or one product Immediately a separation takes 
place, however, it is necessary to apportion the cost over 
the two or more products 

It is only in very exceptional cases that the expenditure 
relating to a by-product can be definitely measured or 
allocated to it, consequently logical apportionment must 
be resorted to in the majoiity of cases 

The basis of apportionment may be the sales or market 
price of the mam product and by-product, the yield or 
arbitrary values assigned to the products at the time the 
separation occurs 

The choice of the basis wdl generally be deteimined by 
the value of the by-products, as it is not desirable that a 
considerable amount of clerical work be undertaken when 
a by-product can only be disposed of at, ssiy, a few 
shillmgs per ton On the other hand the by-products may 
have a fairly high market value, and in such cases a more 
accurate but reasonable apportionment should be made 



CHAPTER XII 

METHODS OF COST FINDING PROCESS COSTING {cOntd ) 

The general principles of Process Costing were explained 
in the preceding chapter A more detailed description of 
the routine to be followed will now be given 
The object being to ascertain the cost of each process, it 
IS necessary to consider the manufacture of a Specific 
product m older that a definite classification of accounts 
and costmg routme can be used as a basis for the descrip- 
tion Assume, therefore, an ordinary sized plant, com- 
prismg say ten departments, four of which are manu- 
facturmg or producing departments and the remaining six 
"expense” or service departments 
Further, assume that the plant is making a liquid paste 
shoe pohsh, filled m tin boxes, packed in cartons of standard 
size, and sold in packages contammg one gross cartons 
The procedure in manufacturing may be as follows — 

1 Tinplate printmg 

2 Tin box makmg 

3 ' ‘ Liquid ’ ’ paste makmg and fiUmg tins 

4 Card box makmg, labellmg, and packing 

And the departmentalization of the plant would therefore 
be— 

Manufactunng Departments 

1 Tmplate Pnntmg Pnntmg hds 

2 Tmplate Prmtmg Stovmg lids 

3 Tin Box Makmg Stampmg out hds and bodies 

4 Tm Box Makmg Lippmg and beadmg lids and 

bodies 

5 Liquid Paste Makmg Makmg paste and fiUmg tms 

6 Card Box Making Card box makmg and labellmg 

and packing 
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Service Departments 

(a) Welfare 

(b) Repair 

(c) Laboratory 

(d) General Labour 

(e) Steam 

(/) Raw Material Stores 

(g) Finished Goods Stores 

(h) Power House 

(») Fire Brigade 

(7) Transport 

(^) Dispatch 

We will furthei assume that a production order is issued 
covering the manufacture of 622 gross of the ‘ liquid" shoe 
polish in tin boxes and packed m cardboard boxes complete 
The operations or processes of manufacture will be as 
follows — 

The sheets of tinplate pass through a prmting machine, 
and each colour as printed entails a fuither operation or 
process viz stovuig (a technical term used for drying) 
The sheets upon leaving the prmtmg machuie, are placed 
into racks and put in a hot air oven and dried This is 
necessary before further colours are punted theieon It 
will be gathered, therefore, that there are two processes, 
VIZ prmting and/or varnishing and stoving, and the process 
accounts will be worked out accordingly 

Accounting for Materials 

The routine issue of materials from stores is effected by 
the use of a standard formula, which provides the necessary 
data for creditmg the Stores Control Account and charging 
the respective Process Cost Accounts Materials found to 
be faulty are returned to the stores, the process concerned 
receiving credit in the usual way, 1 e through the medium 
of a rejection note 
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Accounting for Labour 

As most of the employees are contmuously engaged upon 
one or more processes the necessary allocation of Direct 
Labour to the \anous processes is obtained direct from the 
pay roll Theie are a few cases in tins industry where a 
workman works m one department and then in another, 
and a weekly time sheet is put into use to obtain the 
analysis desired These tune sheets are ruled to suit the 
requirements of the business A specunen is given (Form 
No 26) simply to mdicate the prmciples involved, and to 
show how such a foim would be designed for use m the 
plant manufacturing shoe polish It will be noted however 
that most of the diiect labour m a shoe pohsh plant is 
analysed directly on the pay roU, smce, in the ma]onty of 
cases, the workmen would be continuously engaged upon 
one process The use of a time sheet would be confined 
chiefly to the mdirect workers An analysed form of pay 
roU is not advisable m those cases where the number of 
service departments is large, as too many columns would 
be required, makmg a very wide and cumbersome pay roll 

A specimen rulmg of a pay roU (Form No 27) is given 
to illustrate the method of analysmg the wages to the 
vanous processes m the manufacture of shoe pohsh A 
separate column is given for each of the manufactunng 
departments m order that the wages of the workers who 
are contmuously engaged upon a standard operation or 
process can be extended into the departmental column 
direct To those workers who are workmg first in one 
department and then m another will be issued a time sheet 
to provide the means of analysmg their times The respec- 
tive amounts will be allocated accordingly 

With regard to the mduect workers, some of these will 
be contmuously engaged upon a definite service, and their 
times will be allocated similaily to direct workers Those 
workers who are spending then tune upon vanous forms of 
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service will use a tune sheet, and will be dealt with as 
explained above 

A separate column for each of the service departments 
has not been provided on the illustration of a pay roll 
(Form No 27) If a column were given for each of the 
eleven departments it would make the pay roll too cumber- 
some Instead, one column only is used, and all the times 
are entered therein, the analysis being made by means of 
the time sheets At the end of each week the tune sheets 
are collected, and an analysis made by entermg the various 
items on to an analysis sheet with separate columns for 
each of the service departments The total of this analysis 
must agree with the total of the seivice department column 
on the pay roll 

Accounting for Expenses 

The treatment of expenses will follow on the prmciple 
explained in the preceding chapters, and an Expense Alloca- 
tion Statement will be prepared With most industries of 
this nature a monthly cost statement is generally found to 
be sufficient, as the production wiU proceed each week 
on a umform basis The expense allocation statement is, 
therefore, prepared at the end of each month, and the total 
of each expense collected and allocated to the service and 
producmg departments, similarly to the examples given on 
Forms Nos 16 and 17 

The proper share of expenses is charged to each process, 
and the Process Accounts for the Tinplate Pnnting Depart- 
ment, which cover the pnnting of the hds, will appear in 
accordance with the specimen accounts (Forms Nos 28 
and 29 

The prmted sheets of tinplates are next sent into the Tm 
Box Department, where the operation of stampmg out and 
makmg the tms is performed As vnll be observed from the 
Process Accounts (Forms Nos 30 and 31), further mater- 
ials are issued to the Tm Box Department, viz tmplate 
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required for stamping out the "bodies” of the tins 
(the “lids ’ only bemg prmted) There are two processes 
effected m this department, viz (i) stamping out and 
(2) hpping and beading The accounts will appear as m 
Form No 30 

It wdl now be realized that the tin boxes are complete 
and ready to be filled with ' hqmd paste’ and packed The 
empty tms are therefore delivered to the Paste Depart- 
ment The processes performed m this department are 
making paste and filhng and liddmg tms The Process Cost 
Account will appear as m Form No 32 

From this department the filled tms are sent to the Caid 
Box Department, where they are packed m cartons, labelled 
and completed for dispatch, the Piocess Account is shown 
in Form No 33 

Memorandum 

112 sheets — I hox of Unplate 

40 boxes stamped out for hds, each sheet of which produces 
20 hds 

40 boxes of tinplate = 622 22 gross lids 
44 J boxes stamped out for bodies, each sheet ofwhichproduces 
18 bodies 

44 J boxes of tinplate — 623 00 gross bodies 
For costing purposes, 622 gross of completed articles 
There is no hard and fast rule m process costmg so far as 
actual routine or the rulmg of forms is concerned The fore- 
gomg description however, is sufficient to indicate the 
general principles of the process system of costmg 
The above accounts illustrate the general principles of 
the Process Method of Costmg It -vtrill be seen that, as the 
manufacture proceeds, the Cost Accounts are accumulating 
the cost of each process, and that as the product passes 
from one department or process to another, the cost, up to 
the pomt where the transfer takes place, is transferied to 
the account of the department receiving the product 
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Process Account No i has collected all the items that 
relate to the work of stamping out and piintmg the lids, 
these two operations being performed on the one machine 
The total of this cost is transferred to Process Account 
No 2 The hds will then be stoved and the expenditure 
incurred m this department cliarged to the No 2 Account 
Upon the pioduct arriving m Department No 3, further 
materials are issued and charged to the account, etc 
Durmg the process of stamping out the lids and bodies 
a quantity of scrap metal is made Sciap is not a by- 
product but simply a wastage of mateiials, and the value 
of this scrap is, therefore, credited to the department and 
charged to a Scrap Account” m the Cost Department 
Ledgers This scr ip is accumulated over a period and sold 
to a scrap dealer at the current maiket puce 
The basis for crediting a process with scrap is either at 
the market price on the day of the transfer or the average 
of market prices foi the previous month, etc Sciap also 
anses in Department No 6, there bemg a waste from the 
cutting and making of the card boxes 
Havmg ascertained the cost of manufactunng the shoe 
polish and the tm and card containers, etc , in each depart- 
ment, the costs of the various processes can be summarized 
m order that a comparison of the results of each process 
can be made Such a summary would be made up in a 
manner similar to that shown in Form No 35 
The extent to which one will compile any statistics 
relating to each process will naturally depend upon the 
nature of the products being made In manufacturing shoe 
polish, the analysis of the departmental costs, shown in 
Form No 35, would be useful, as these costs form a basis 
of comparing the individual costs of one period with another 

Work-in-Progress 

With some industries there will always be a certam quan- 
tity of the product that wdl be only partly manufactured 
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at the time the Process Cost Account is made up This 
partly finished product is known as Work in Progress 
and in the case of a Cost Account being prepared, say, at 
the end of a month, the value of the carry over or work in 
progress must be credited to the Process This valuation 
may take the form of a stocktakmg and the unfimshed 
work may be listed and pi iced at an estimated figure On 
the other hand, where a system of Process Costing has been 
in use for some time, the actual costs of the products in 
question will be available, and an average actual cost will 
often be used 

The simple form of Process Costmg described above will 
not present much difficulty in actual operation as the 
process of manufacture is not complicated, there bemg only 
one product made Each process is separate, and the items 
that constitute the cost of each of these processes can easily 
be ascei tamed and charged to the accounts The work of 
valuing the inventory at the time the Process Accounts aie 
made up, will not, therefore, be difficult As a matter of fact, 
the plant m which this particular method is used has a 
proper system for the control of production, and the produc- 
tion orders that are issued cover a quantity that can be 
completed in an eight-hour day A carry over of unfinished 
work from one day to another is, therefore, elmimated 

The intimate relation between the work of Cost Accoun- 
tancy and Plant Management was referred to m the pre- 
vious chapters The above illustration will serve to empha- 
size the importance of this matter Had proper co-ordination 
been ignored, the system of costmg the manufacture of shoe 
pohsh would have been made more difficult by the fact 
that a stocktaking would be necessary before the Cost 
Accounts could be completed, and the costs would have 
been rendered maccurate by the introduction of an esti- 
mated figure for work in progress 



TEST QUESTIONS 

CHAPTER I 

1 Define the following terms — 

{a) Sales Expenses 

(6) Total Cost 

(c) Administrative Expense 

(d) Prime Cost 

(e) Establishment Expense 

2 What are the Elements of Cost? 

3 Describe in your own words — 

{a) The objects and advantages of Cost Accounting 

(b) The difierence between Cost Accountmg and ordinary book- 
keeping and accounts 

4 What are the mam functions of a business from a Cost Account- 
mg point of view 

5 What is meant by Methods of Cost Fmding ? Give a list of 
the various methods and describe each method 

6 Define — 

(а) Cost Fmdmg 

(б) Cost Control 

(c) Cost Estimating 

(d) Works Expense 

7 Prepare a chart showmg the components of Total Cost and 
Sellmg Price 

CHAPTER II 

1 Illustrate by means of a chart ‘ How a Costing System Works 

2 Describe m your own words the function of Cost Control 

3 What IS the difference between Stock Orders Works 
Orders and Standmg Orders ’ ? 

4 Explain how the function of Cost Fmding is performed 

3 Write a very brief article on the subject How a costing 
system fulfils the requirements of modem mdustry 

CHAPTER III 

1 It IS stated m Chapter III that a manufacturer may consume 
or use a greater quantity of matenals than is actually sold to Ins 
customers Why is this and how does a system of costing take care 
of the difierence ? 

2 What IS a Stock Record Card and what purpose does it serve ? 

3 Outlme bnefly the principles of Stores Control 

4 What IS a Bm Card and what purpose does it serve ? 

5 Explain the purpose of a Stores Control Account and a Work- 
m Progress Account 
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6 (a) SI etch each of the following forms — 

(1) Bm Card 

(u) Stores Control Account 
(ill) Stock Record Card 
(iv) Goods Received Book 

(6) And enter the following items — 

(1) Received 7 barrels (each containing 100 lb ) of i-J m 
nails @ 3d per lb and 300 gross ^ in brass screws 
@ 4s 6d per gross and 500 gross i in iron set 
screws @ 83 per gross 

(n) Received from the Brown Iron Foundry 4720 lb cast 
mgs @ 4jd per lb 

(in) Issued from stock on Requisition No 1796 27th June 
250 lb m nails @ 3d per lb and 100 gross i m 
set screws @ 8s gross 

(iv) Received 3 cases of hardwaie from Jones & Co each 
containing 5 gross 4 in hinges @ 3s per dozen 

(v) Issued from stock — 

June 29 Reqn 5666 1250 lb castings to Works Order 
968 

July 3 5969 so gross brass screws 4 in W O 

989 

7 6015 5 gross I in iron set screws 

WO 996 

8 6214 11501b castings WO 1037 

8 , 6380 7 doz hinges 4 in WO 989 

9 , 6410 27 gross I in iron set screws 

W O 1041 

CHAPTER IV 

1 Define — 

(a) Indirect Materials 

(b) Direct Materials 

2 What advantage is denved by the use of a system of Per- 
petual Inventories? 

3 What IS a Stores Requisition and what purpose does it serve ? 

4 Describe the various methods of chargmg the value of mate 
nals issued from stores to Works or Production Orders and give 
your own views as to the merits of each method 

5 Make tlie necessary entriob to deal with the following differ- 
ences which have been discovered whilst checkmg the actual quaa 
titles of materials in stock against the quantities shown on the 
various stores records 
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6 Descnbe fully a method by which a storekeeper is able to 
replenish his stocks 

7 Descnbe in your own words two methods of chargmg the value 
of matenals issued from stock to individual production orders and 
state the advantages and disadvantages of each method 

CHAPTER V 

1 How many separate records are used to record and control 
all moneys spent m wages ? Describe them 

2 Define — 

{a) Indirect Labour 

(6) Direct Labour 

3 Descnbe fully the various methods of recording attendance 
at the factory and state the method you prefer and why 

4 Give a ruling of a pay roll and descnbe fully the routme in 
connection therewith 

5 What IS the primary object of using a pay roll? 

6 Descnbe a method of checkmg Job Cards with Gate Cards 

7 What purpose is served by the followmg records — 

{a) Record of Bonus Earmngs? 

(6) Employees Weekly Pay Record? 

CHAPTER VI 

1 If each worker m a factory is provided with continuity of 
work all the Job Cards for the week when added together will 
agree with the Gate Card What conditions wdl anse in practice 
that may prevent this absolute agreement between the two records 
and what method would you use to record the differences? 

2 Calculate the amount earned on the followmg job by each 
of the followmg methods of remunerating labour — 

[a] Halsey system (6) Rowan system 

Job No 7629 

Worker s name T Thomas Rate 33 6d per hour 

Time aEowed 30 hours 45 minutes 

Time taken Commenced job 6th March, 8 00 a m 
Eimshed job 8th March, 4 00 p m 

The factory operates from 8 00 a m to 5 00 p m with one hour 

for lunch 

3 If the worker T Thomas m Question No 2 was paid at a 
piecework rate of 4s 8d per article and he completed 40 pieces 
m the time stated what has he earned over his day rate ? 

4 Describe the followmg methods of remunerating labour and 
give one or more examples of mdustnes or trades where these 
methods would be best suited 

(a) Day Rate 

(b) Piece Work 

5 Write a very brief article on Co partnership and Profit Sharing 
as a method of remuneratmg labour and state what you consider 
are the advantages and disadvantages of these methods 
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6 State the advantages of using mechanical time recorders 

7 Describe briefly a routine covering the engagement of workers 
and continue with your system up to the compilation of the pay-roll 
and the reconciliation of the Gate Cards and Job Cards 


CHAPTER VII 

1 Define the term ‘Cost 

2 State the headings under which Establishment Expenses are 
usually subdivided and give examples of the items that would be 
included under each heading 

3 Describe a method of estimatmg expenses for a small and a 
large concern 

4 From the following information prepare a complete set of 
statements to collect and allocate the expenses State the basis of 
allocation against each item 

The plant of the XYZ Company consists of the followmg pro- 
duction and service departments — 

Production Departments 

No I Machine Shop 
No 2 Sheet Metal Shop 
No 3 Woodworking Dept 
No 4 Finishing Dept 

Service Departments 

(а) Repair Dept 

(б) Tool Stores 

(c) Raw Material Stores 

(d) Welfare Dept 

(e) Inspection Dept 

(/) Cleaning and general labounng 
(g) Packing and Dispatch 

The area of the plant is 375 000 sq ft and the space occupied by 
each department is as follows — 

Producing Departments 

I 52 500 sq ft 

a 57500 , , 

3 95 000 

4 51000 , , 
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The value of plant and equipment etc located m each depart 


Producing Departments — 


1 ^42000 

2 ;£47 0oo 

3 iSiooo 

4 ^£24500 


Service Departments 


(a) ;£i 7 5 oo 

[b) £zoooo 

(«) £7500 

id) £9000 

Trim. Balance 


Land and Buildings 
Plant and Equipment 
Direct Wages 
Indirect Wages 
Stock on hand ist January 
Bank balance 
Purchases 
Sundry Debtors 
Salaries Admmistrative 
Sales Depts 
Plant Offices 
Salesmen 


60^0 

208 500 


£ 


Commissions 

Advertismg 

Welfare Expenses 

Laboratory Expenses 

Fuel 

Taxes 

Stationery 

Water 

Depreciation Plant and Equipment 
Buildings 
Office Buildmgs 
Travellmg Expenses 
Carriage 

Bank Charges and Interest 
Reserve for Bad Debts 
Discounts 
Sundry Creditors 
Capital 


I 500 
2420 
500 
900 
800 

”400 


800 


210 9^ 
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CHAPTER VIH 


I Calculate expense rates from the following data — 


(а) Works E-ipenses 
Direct Labour Hours 

(б) Direct Labour 
Works Expenses 
Direct Materials 

(e) Direct Labour 
Works Expenses 


£ ^ d 
5x953 17 6 
341 566 
83.043 7 o 
135 148 10 o 
38 553 3 6 
153 288 16 o 
102 642 5 o 


2 Describe any special conditions that you consider are necessary 
m a factory before each of the following methods of recovering 
expenses could be used 

(fl) Percentage on Prime Cost 
(6) Machme Rate 
(c) Direct Labour Hour Method 
{d) Percentage on Direct Labour 
(s) Departmental Rate 


3 Define Departmental Rate and describe bnefiy how it is 
computed and recovered in costs 


4 What is a Cost of Sales Account and what purpose does it 

5 The ABC Company manufacture a car radio of standard 
size and sellmg price The total made during the year is 116 376 
and 106 509 were sold The total expense of the sales departments is 
ifi33 136 5s and the total works cost of making was £992,105 8s 
Calculate the Sales Expense rate 


6 Assuming that the company mentioned m Question No 5 pays 
a royalty of 153 per machine manufactured and sold how would 
you deal with such an item m your costs? Give reasons with your 
answer 

7 Describe briefly and m your own words the theory of expense 
control 

8 Which of the five methods of recovering expenses m coats 
do you consider is the most maccurate? Give reasons with your 


CHAPTER IX 

r Define "Capital and Revenue ' expenditure 

2 It has been explamed in Chapter IX that expenses are con 
trolled in total and in detail Why is this necessary ? 

3 WThat are Service Orders and what purpose do they serve ? 

4 Give a brief descnption of two methods of analysing the total 
wages paid each week under the headings of direct and mdirect 

5 Give four examples of Service Orders — 

{a) Which should not have charged to them materials issued 
from stores 

(6) Which should only have labour charged to them 
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6 In what manner does the routme for recording mdirect workers 
time to Service Orders differ from that used for the recording of 
direct workers time to production orders ? 

7 It may be said that the mdirect expenses of a busmess arise 
m two different directions Describe these and give a few examples 
under each heading 


CHAPTER X 

1 What IS a unit of measurement? Give examples for use in 
connection with a system of ]ob costmg m four different mdustries 

2 Prepare specimen journal entries to record the following items 
m your costs records 

Jo) Materials found defective los 6d 

(6) Surplus materials returned to Stores ^94 163 

(e) Materials spoilt dunng manufacture £338193 iid 

(d) Rejected materials — ^not up to the standard ordered 

£182 los 5d 

3 Give a full description of a method of booking time to jobs 
and explain how the records are checked and reconciled with the 
gate cards 

4 Desonbe fully a method of recordmg the values of materials 
issued from stores for use in connection with job costing and state 
how the issues are regulated and controlled 

5 It frequently happens that materials wiU be spoilt during 
manufacture How would you take care of the value of all spoilt 
work m a system of job costmg ? 

6 Explam briefly a method of recovering EstabUshment Ex 
penses m a system of job costing 

7 What IS a cost summary and what purpose does it serve? 
Illustrate your answer with a speamen form 

8 Describe briefly some of the essential features of Comparative 
and Analytical Cost Statements 


CHAPTER XI 

1 Explam bnefly the principles of process costing and state how 
it differs from job costmg 

2 Describe two methods of controlling the issues of matenals 
from stores in a system of process costing and state the class or type 
of busmess to which each could be apphed 

3 Briefly describe a routme for dealing with the Collection 
Allocation, and Recovery of Establishment Expenses for a system 
of process costmg and state the class of business to which your 
method apphes 

4 Usmg all the figures which appear in the process cost accounts 
Nos I 2 and 3 and the by products account in Chapter XI pages 
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162 and 163 prepare journal entries and post the items to the cost 
control accounts Supply any other data which you consider 
necessary 
3 Define — 

(а) Scrap 

(б) Spoilt Work 

(c) By products 

(d) Defective Work 

6 What basis is generally used for pricing by products when 
transferring from the mam process account to the by product 
account ? 


7 From the following information prepare journal entries open 
the necessary accounts and post the various items 


(a) 

{b) 

{<=) 

{g) 

(;,) 

n 


stock on hand ist January 
Work m Progress ist January 


Value of completed work as at 
31st December 

Total sales for year 
Purchases of raw matenals 
Pay roll 

Value of goods returned by cus 
tomers and placed into stock 
Establishment Expenses 


Raw Matenals 
Finished Goods 
Matenals 
Labour 
Expenses 

Labour 

Materials 


Diiect Labour 
Indirect Labour 


Administrative 

Sales 

Worls 


Works cost of goods sold 

Value of Raw Matenals issued to production 



881 


19 470 
72 270 
161 788 
77 000 
ig 22S 
2 992 

4 774 
14 014 
19 866 
21 472 
12 1 000 
72 076 


Admmistrative Expenses are to be apportioned 60 per cent to 
production and 40 per cent to sales and the percentage on direct 
labour method of recovenng expenses is to be used Sales expenses 
are recovered in costs at the rate of 22 per cent on Total Works 
Cost 


CHAPTER XII 

1 Give two methods of accounting for labour in connection with 
process costing and state the conditions under which each would 
be used Illustrate your answer with specimen forms 

2 Define Direct Charges and Direct Expenses and explain fully 
the dlfierence between each 

3 From a study of the Expense Control Accounts given in 
Chapter VIII it will bo noted that both the Works and Sales Ex- 
pense Control Accounts show a debit balance What information 
would this convey to the Cost Accountant and how do you suggest 
it should be dealt with? 

4 Prepare specimen journal entnes to mdicate the entries you 
would make m your cost records for the foUowmg items 
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{a) Matenals spoilt m manufacture m (i) a process oostmg 
system and (2) a 30b costing system 

(h) Losses due to breakage m (i) raw material stores and (2) 
finished stores 

5 Give a bst of three mdustries that would use the process system 
of costing and five industnes that would use the 30b costmg system 

6 What are unabsorbed expenses and under what conditions do 
they arise? 
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Defimtioa of {aontcL ) — 

Factory cost 13 
Indirect expenses 13 86 
Indirect labour 86 
Indirect materials 86 
Job costing 9 138 
Operative undertaking costs 9 
Process costing 9 
Terminal costing 10 
Total cost 13 
Works cost 13 
Works e-rpenses 13 
Worlvs order 38 
Departmental costing 10 

pay-roll 172-173 

rates for recovering works 

expenses 103-104 
Difference between cost accounts 
and financial accounts 234 
5 

Direct labour 53, 85 

definition of 53 

process costing 159- 

160 

— — hour method of 

recovering works 
expenses 101-102 

materials 36 

definition of 36 

process costing 159 

Division of establishment ex 
penses 87 
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Employees, record of 69 
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30 
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74 
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, issue of 72-76 

preparing 72 
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ment of 114 
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ment 81-82 
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Definition of 13 86 
General consideration of 126- 
127 

labour definition of, 53 85 
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153-160 

— — materials definition of, 36- 
37 86 

matenals treatment 134 

Inspection of bins, 49-51 
Inventory perpetual 49 
Issue of gate cards, 72-76 
■ — ~ of job cards 72 135 
Issues of materials 17, 37 

Job cards — 

Checking with gate cards 64- 

66, 73 
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Job cards — (contd) 

Issue of 73 135 
Objects of 52 

Treatment of in cost depart 
ment 72-76 

use of 61-64 

cost ledger 42-47 

summanes 146-149 

costing method definition 

systems 138 et seg 

costs compansons of 148- 

149 

Jobs in hand card racks 61 63 
64 

m progress card racks 61, 

63 64 

Labour costs compilation of 
66 69 

, direct 53 

definition of 53 

process costing 139- 

160 

indirect definition of, 53 

treatment of 134-153 

recording of 18 

Lost time 133 
Machine rate 104 
Maintenance of stock 48 
Manufacturing orders 17 
Materials accountmg for 27 

charging to jobs 42 

Material control account 29-31 

crediting 43, 

136 

debiting, 30 

Matenals direct 36 86 

definition of, 86 

mdirect 36 86 

, definition of 86 

treatment of, 134 

issues of 17 37 

recording in costs 40 

Maximum stock 48 
Mechanical time recorders, 55 
Metal checks 54-55 
Methods of — 

Cost finding, 8-10 
Remunerating labour, 80 

difiierential piecework, 

Si-82 


Methods of — {contd ) 
remnneratmg piecework 80 81 

premium and bonus 81 

Profit sharmg 83 
Recovering sales eicpenses 
98-109 

works expenses 98-104 

Minimum stock 48 
Miscellaneous expenses 105 
Multiple costing 10 

Objects of cost accountancy 6- 
7 

Oncost II 

Operative undertaking costs 
definition of 9 
Orders 17 
Output costmg 10 
Overheads ii 

Pay calculatmg workmen s 58 
69 

making up 58 69 

record weekly record of, 69 

Pay roll 58-61 73 

departmental 173 

Percentage on direct wages 
method of recovering 
works expenses, 100- 
101 

on prime cost method of 

recovering works expenses 

Perpetual inventories 49 
Piece work earnings record of 
69 

method of payment 

80— 81 

Premium method of payment, 

81— 82 

Pncing stores reqmsitions 40- 
42 

Pnme cost, defimtion of, 13 
Process costmg 156 ei seq 
Process costing — 

Defimtion of 9 
Objects of 156 
Shoe polish, 169-180 
Steam raising 164-166 
Profit and loss account 4 
Profit sharmg 83 
Production order (see Works 
orders ) 

Purchase requisition, 48 
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Ra-TE cards 71 

description of 71 

Receiving and stonng materials, 
28 

Reconciliation of cost accounts 
and financial accounts 21 

of costs (sse Cost control ) 

Record of bin inspection 50 

of bonus earnings 69 

of employees 69 

of piecework earnings 69 

Recording labour 18 53 
Recovering expenses — 

Department^ rate 103-104 
Machine rate 104 
Percentage on direct wages 
method loo-ioi 
Percentage on pnme cost 102 
Rate per direct labour hour 
100-102 
Recovery of — 

Establishment expenses 98 
et seq 

Sales expenses 98-109 
Works expenses 100-104 
Rejection of spoilt work, 143 
Relation between cost accounts 
and financial accounts ii 
Requisition purchase 48 

stores 17 38 39 

Returns from customers, treat 
mentof 114 

Revenue expenditure 130 

, analysis of 130 131 

Roubne lor compiling labour 
costs 66 69 

Rowan system of wage payment 


Sales cost of, 11 3-1 14 

■ expenses, 89 

Sales expenses — 

Allocation of, 93 96-98 
Collection of, 91 et seq 
Coinputataon and recovery of, 
108-109 

Control account, crediting, 

113 

, debiting, 115 

Defimtion of 13 
Scrap, 166 

Service orders see Standmg 
works orders 

Single costing, definition of, 10 


Specimen cost control entnes 
116 et seq 

Spoilt work — rejection of 143 
Standard formula 156-158 
Standmg works orders — 
Defimtion of 75 
General consideration of, 129- 

130 

Statistical returns nature of 
148 

Steam raising costs, 164-66 
Stock — 

Continuous check of 49 
Maintenance of 48 
Maximum 48 
Minimum 48 

Stock control account 29 46 
adjustments 

50-51 

crediting 46 

debiting 29 

orders 17 

record card 29 31 32 

caids, checking of. 


Stocktakings, perpetual 49 
Stores accounting and control 
26 ei seq 

Stores control account 29 47, 


credit notes 141 143 

issues from, 17 37 

losses and shnnkage 

account 51 

adjustment of 

50 51 

— — nature of 51 

orgamzation 26 

records 28 

requisitions, 17 38 39 

, how dealt with by 

cost dept 38-39 

pricing of, 17 40 

Sub orders 139-140 
Summaries, job cost, 144-147, 
149 


Taylor differential piecerate, 82 
Terminal costing, definition of 

Time allowed, 61 

boards, 54-55 

Time book, 54 
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Tune booking to jobs 61-64 

checks 53 et seq 

recorders 55 

recording, methods of 53 

et seq 

sheet 18, 171 

taken 82 

Total cost, definition of, 13 
Trading and profit and loss 
account 4 24 
Transfer note workers 77 

of workers 69 75-76 

Trial balance, 3 

Unabsorbbd machine rate ac 
count 105-6 

Wages control account (debit- 
ing) 76 

(crediting) 78 

79 

Weekly pay, record of 69 
Work in progress account — 
Charging materials to 46-47 

labour to, 78 

expenses to, in 113 

Crediting 112 


Work in progress account — 
Description of 30 47-48 121, 
181 182 
Work ticket 65 

Workers, engagement of 72-76 

transfer note 76 77 

Works cost definition of 13 

expense control — 

account 109, 115, 
123 

crediting, 112 

debiting 115 

Works expenses — 

Allocation of 93 96-98 
Collection of 91 
Computation and recovery of 
98-100 

Definition of 13 
Methods of recovering per 
contage on direct wages 

100- IOI 

Rate for direct labour hour 

101- 102 

Percentage on pnme cost 102 
Departmental rate 103-104 
Machine rate 104 
Works Order, 38 75 
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By n W Giieengrass Not 6/- 

Economics of the English Banking System 
By W J Westo-^, AI a , B Sc Nob 2/6 

English Banking Methods 
By L Ln M Minpy, Ph D , B So B Com Neb 10/6 

English Composition and Banking Coire> 
spondence 

By L B W O FuLLBROOK-LraaVTT, M 0 , B A 3/6 

Finance, Concise Dictionary of 
By W CoLUN Brooks Not 12/0 

Foreign Exchange and Foreign Bills in Theory 
and in Practice By \v P Sialdi'to Net 10/8 
Foreign Exchange An Introductory Outline 
By HOP Holgaie, B Sc (Ecoa ), Honours Ceit 
A I B , etc . Not 2/0 

Foreign Exchange, A Manual of 
By H B Evitt, bellow of the Imt of Bankers, ole Net 7/6 
Foreign Exchange, A Primer of 
By W P Spalding Neb 8/6 

Foreign Exchange, Introduction to the 
Practice of 

By H E Evitt, Fellow of Hie Inahtute of Bankers Net 3/6 
Foreign Exchanges, Arithmetic and Practice 

of the By A G Sugg, Cert A I B 2/6 

Foreign Trade, The Finance of 
By \V P Spalding Net 7/6 

Functions of Money. By W P Spalding Net 7/6 
Investment, A Short History of 
Bv Percy Ripley Neb 7/6 

Issue of Shaies, Debentures, and Bonds 
By n W Batty, P S A A , P 0 1 S Net 7/6 

London Money Mai ket. The 
By W P Spalding Net LO/6 

Organization and Management of a Branch 

Bank By P J l ewcock Net 6/- 

Practical Banking By H B Bvirr Not 3/6 



Banking and Finance — contd 

Practical Branch Banking 
By A Fohbeoteb Febgus Net 

Principles of Currency, Credit and Exchange 
By William A SiiAW, Lifct D Net 

Profits from Short-Term Investment and 
How to Make Them By Colun Bbooks Net 
Securities Clerk m a Branch Bank, The 
By F J Lewcocb, Ceit A I B , A C I S Nat 

Theory and Principles of Central Banking, The 

By \\ ILLIAM A Shaw, Litt D Net 

Theory and Practice of Finance, The 
By W Colun Bbooks . . Net 

INSURANCE 

Accident Risks, The Surveying of 
By J B Welson, F C 1 1 , and Fenwick J Woodboop, 

A 0 1 1 Net 6/- 

Actuarial Science, The Elements of 
By E E Undebwood M B E , P I Net 6/- 

Average Clauses and Fire -Loss Apportion- 
ments By E n Minmon F 0 1 1 Net 8/6 

Building Constiuction, Plan Drawmg, and 
Surveying m Relation to Fire Insurance 
ByD W Wood MBE Not 6/- 

Compound Intel est. Principles of 
By H H Edwabds . Net 6/- 

Dictionary of Accident Insurance 
Edited by J B Welson, LL M , F 0 1 1 , F C I S Net 60/- 
Fire Insurance, Dictionary of 
Edited by B C Eeminoton, P 0 1 1 , and Hbbbert Q- 


Hureen pci I Net 30/- 

Fire Insurance, Principles and Practice of 
By F Godwin Net 6/- 

Fire Insurance, The Law of 
By Sandford D Coui!, Barrister ai law Not 6- 

Fire Policy Drafting and Endorsements 
Bv W 0 H Dablex Net 7/6 

Guide to Marine Insurance By Henry keatf Net 3'6 

How Shall I Insure ? By F G Oulmeb Nat 2/6 


Industrial Assurance Organization and Routine 
By E Dinnagb, P I a , and T Hills, A C 1 1 Nat 7/6 
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3/6 
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Insurance — contd 


Industrial Insurance Salesmanship 
By Aibert E Sharp and Charixs Taylor Net 
Insurance Companies’ Investments 
By avROLD E Baynfs, E I A , ECU Net 

Insurance Organization and Management 
By J B Wii^ON, LLM ECII.EOIS, and E H 
SHPRBiPr, El V Not 

Insurance of Profits By A g macken Not 
Insurance of Public Liability Risks 

By S V Kmt-PATRicK, E 0 1 1 Net 

Law and Practice as to Fidelity Guarantees 
By 0 Evans \nd E H Jones 
Law of Accident and Contingency Insurance 
By E H Jones Net 

Law of Negligence 

By J B Welson, LL M , E 0 1 1 , P 0 I 8 Net 

Law Relating to Insurance Agents and Brokers 

By J B Wplson, LLM.ECI I, EC IS Net 

Life Assurance from Proposal to Policy 
By li nosKiNQ Taylor F I a A C I I , and V VV 
Tyler, E I A Revised by II Noel Freeman, B A , 

E I A Not 

Life Assurance, Dictionary of 
Edited by G W Richmond, F I A , and E 11 bttERBiFr, 
P I A Net 

Life Assurance, Guide to 

By S G Li iqh, P I A Net 

Marme Insurance of Goods, The 

By P W S Poole Net 

Motor Insurance By G W gilberp Neb 

National Health Insurance 
By W J Foster, LL B Barnsler ai^Laui, and P G 
Taylor, E I xV Net 

Pension and Superannuation Funds, Their 
Formation and Administration Explained 
By Bernard Robertson, F I A , and II Samuels Net 
Pension, Endowment, Life Assurance, and 

' Other Schemes for Employees 

By H DouaHABTY, ECU . Neb 

Personal Accident, Disease, and Sickness 
Insurance 

By J. B Wbuon, LLM 
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7/6 

7/6 

6 /- 

6 /- 

5/- 

7/6 

6 /- 

6 /- 

6 /- 

40/- 

6 /- 

10/6 

7/6 

7/6 

6 /- 

6 /- 


Neb 6/- 



Insurance — contd 

Principles and Practice of Accident Insurance 

By & m Banucld, A 0 1 1 Net 8/- 

Pnnciples and Practice of Industrial Assurance 
By H B Vk Ai KEu, F I \ , and D E Woodgatc, B Com , 

FI V Net 7/6 

Successful Insurance Agent, The 
By J J Bisgood BA, F 0 I & Revised by John B 
Cushing, F C 1 1 Net S/6 

Workmen’s Compensation Insurance 

By 0 E Golding, LL D F C 1 1 , F 8 S , Net 6/- 

SHIPPING 

Charter Parties of the World 
By 0 D MAcMuRRAr and Malcolm M Obbb With a 
Porowoid by R 8 Dalgliesh Nat 15/- 

Exporter’s Handbook and Glossary, The 

By F M Dudbnei Net 7/6 

How to Export Goods By F M Dudanby Net 3/- 
How to Import Goods By J A Dunnage Net 2/6 
Importer’s Handbook, The ByJ A Dunnage Net 7/6 


Manual of Exporting 

By J A Dunnage Net 7/6 

Shipbroking, Introduction to 
By C D MalMurray and M M Oreb Net 3/6 

Shipping By A Hall, F I C S and F Hbywood, 

F C I S Net 2/- 

Shipping Office Orgamzation, Management, 

and Accounts By Alfred Calvert Net 6/- 

Shipping Practice By B F Stevens Net 6/- 

INCQME TAX 

Burn’s Income Tax Guide 

By John Burns, W S Neb 6/- 


Income Tax Law, Practice, and Administration 

By F F Sharlds, F 8 A A , R P Croom Johnson, 

LL B , K 0 , L 0 Graham Dixon, of the Inner Temple , 
Bamstei at £am, andW J Bcoott, Three Volumes Neb 84/— 
Dictionary of Income Tax and Sur-Tax Practice 
By W B Snelling Net 26/- 

Income Tax for Professional Students 
By W T Baxter B Com , 0 A 
16 
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Income Tax — contd 

Income Tax, Intioduction to 

By E D Pbyer ALA A Net 2/6 

Income Tax and Sur-Tax, Snelhng’s Practical 

By 0 W OnivEBS Net 6/6 

Pitman’s Income Tax Tables, 1937-38 

Compiled by Charles "W CmvERS . Net 6d 


SECRETARIAL WORK, ETC 


Alteration of Share Capital 
By P Lea Herd, A I S A , and 0 Wright, A C A 
Chairman’s Manual 
By Gordon Palin, and Ernest Martin, E 0 1 S 
Company Registrar’s Manual, The 
By J J Qhinlivan . 

Company Secretarial Routine 
By 0 O Waltobd ASAA.ACIS 
Company Secretarial Work 
By E Martin, E 0 I S 
Company Secretary’s Vade Mecum 
Edited by P Tovet Revised by 0 W Adams, 

A C I S Not 3/0 

Dictionary of Secretarial Law and Practice 
Edited by Philip Tovby, P C I S Revised and Edited 
by Albert Crew, Bamsicr at Law Net 30/- 

Formation and Management of a Private 

Company By F D Head, B a Neb 7/6 

Guide for the Company Secretary By Arthur 
Coles Revised by W Cecil Wood, A 0 I S Net 6/- 

Higher Control 

By T G Bose, M I Mech B , M I P B , F 1 1 A Net 12/8 

How to Take Mmutes 

Edited by B Martin, F 0 1 8 . Neb 2/6 

Meetings By F D Head, B A Neb 6/- 

Oldham’s Guide to Company Secretarial Woik 

By G K Buoknall, A 0 1 8 (Hons ) . . 3/6 

Practical Directorship 

By n E Colesvvortha, A0A,\SAA . Net 7/6 
Practical Secretarial Work 
ByH I Lbe.AISA and N Barb . Net 7/6 

Private Company, The 

By B W L Clench, F 0 A , F 0 I S .Net 6/- 

Prospectuses How to Read and Understand 
Them By Phiup Xovey, s' O l S , and H Lambert 
Smith, B 8c Neb 3/6 


Net 6/- 
Net 6/- 
Net 5/- 
Neb 1/- 
Net 2/- 


16 



Secretarial Work, etc — contd 

Questions and Answers on Secretarial Practice 
By B J HAmioND Revised by G K Bdoknali,, 

A 0 I S (Hons ) Net 6/- 

Secretai lal Practice of Public Service Companies 
By B G JA^ES, A O I S Net 10/6 

Share Transfer Audits ByR A Davids A OIS Net 3/6 
Transfer ot Stocks, Shares, and Other 

Marketable Securities ByP D Head B v Not 7/6 

INDUSTRIAL ADMINISTRATION 
Business Rationalization 

By Ohables S Myebs, OBB,MA,&cD,PRS Net 3/6 
Case for Vocational Guidance, The 
By Ajigtts Macrae, M A , MB Net 3/6 

Causes of Accidents, The 
By Eric Parmer, MA Net 3/6 

Engineering Factory Supplies 
By W J Hiscox Net 6/- 

Factory Administration in Practice 
By W J Hiscox Revised by John R Price, A 0 A , 

A 0 W A , etc Net 8/6 

Factory Lay-Out, Planning and Progress 
By W J Hiscox Net 7/6 

Factory Organization 

By 0 H Northcott, M A , Ph D , O Sheldon, B A , 

J W Wardroppbr, B Sc , B Com , A 0 W A , and 
L Urwice, M a Net 7/6 

Industrial Organization, The Evolution of 
By B P Shields, M A Net 7/6 

Industrial Psychology Applied to the Office 
By W Spiblman Raphael, B Sc , C B Prisby, B Com , 
and L I Hunt, B A Net 3/6 

Industrial Psychology m Practice 
By Henry J Welch, and G H Miles, D So Net 7/6 
Introduction to Industrial Administration, An 
By J Lee, C B B , M A , M Com Sc Net 5/- 

Labour Organization Gunnison, M A Net 7/6 

Modern Foremanshlp 

By T H Burnham, B Sc , AMIMechE Net 7/6 

Modern Works Management 
By G Samuel Mason, B Sc , M I Obem E , etc Neb 8/6 
17 



Industrial Administration— contd 


Mijsculai Woik, Fatigue, and Recovery 
B> (1 P Cl OWDEV, M So MRCS LBCP Neb 3/6 
Outlines of Industrial Administration 
Bj 11 O HuaroRD, n T Hildagl, and II G 
JcisiaNS Neb 6/- 

Problem of Incentives in Industry, The 

By G II MiLLb, D Sc Net 3/6 

Production Planning bv Olibuon RciNOLos Net 10/6 
Principles of Industrial Welfare 
By J Luf, C B E , M V M Com Sc Net 6/- 

Selection of Colour Workers, The 
Begun bj A M Hudson Da\ ids, M A , and A 
Stihienson, B So Comijleted and desciibed b> \V 
0 D PicrcL, B Sc (Ttch ), M Sc Edited and with a 
PipfacB and a Cbaptei by Cuardes 8 Miaas, OB E , 

PUS Net 5/- 

Sharing Piofits With Employees 

By J A Bowia M A , D Litt Net 10/6 

Welfare Woik in Industry 

Edited by E T Kelly Net 51- 

BUSINESS ORGANIZATION AND 
MANAGEMENT 

Business Management By Percival Wuitb Not 15/- 
Business Organization and Routme 
By W Campbell, Chartered Secretary Neb 1/- 

Clubs and Their Management 
By F W PiXLEY . Net 7/6 

Commercial Management 

By 0 L Bolunq Nob 10/6 

Economy and Control Through Office Method 

Bj E W WoBiaitN, B 8c (Loud ) Net 7/6 

Filing Systems. 

By E A CopB Hovised by 0 Ualph Curtis., 

M8c (Econ ), 17 1 a A Net 3/6 

Grocery Business Organization, Management, 
and Accounts 

By 0 L T Beeching, QBE Not 7/6 

Hire Purchase By Harold W Bley Net 1/- 

Hire Purchase Organization and Management 

By V R Fox feinm Net 7/6 

18 



Business Organization and Management — contd 
Hire Purchase Trading 

By OUNLIITPE L Bolling Net 10/6 

Hotel Organization, Management, and 
Accountancy 

By G Bn Boni and P P Sharles, P S A A , 

P 0 I S Revised by P P Shahlbs Neb 10/6 

Management of an Enterprise 
By 0 Oanby Baldeeston, Victob S Kababasz, and 
Robert P Brechte Net 21/- 

Modern Office Management 
By H W Simpson, P 0 1 S . Net 7/6 

Multiple Shop Organization 

By A E Hammond Net 6/- 

Offlce Oi ganization and Management, 

Including Secretarial Work 

By the late Latobnod R Dicrshb, M Com P 0 A , and 
Sir H E Blain, C B E Revised by Stanley W 


Rowland, LL B P 0 A Net 7/6 

Retail Shop, The 

By 0 L T Bebohing, O B B , P G I Neb 1/- 

Running a Tearoom and Catermg for Profit 
By Helen Jerome, MCA Net 3/6 

Self-Organization for Business Men 
By Morley Dainow B Sc (Hons ) Lend Net 6/- 

Selling by Post By Harold W Eley Net 1/- 

Solicitor’s Office Organization, Management, 
and Accounts 

By E A Cope and H W H Robins Net 6/- 

Stockbroker’s Office, The By j b day Net 7/6 

Stores Accounts and Stores Control 
By J H Burton Net 10 6 


MUNICIPAL WORK 

Local Government of the United Kingdom, 
and the Irish Free State, The 
By J J Clarke, M A , P S S Net 16/- 

Municipal Accounting Systems 

By S Whitehead, A S A A 5/- 

Mumcipal Audit Programmes 

By S Whitehead 


Not 


6 /- 



Municipal Work — contd 


Municipal Book-keeping 
By J H McCall F S A A Net 

Municipal Cost and Woiks Accounts 

By G A Bbvant, F O W A Net 

Municipal and Local Government I aw 
By H E Smith, LLB Net 

Municipal Student’s Examination Notebook 
By S Whitehead, A S A A . .Net 


7/0 

10/6 

10/6 

7/6 


Municipal Senes — 

Gas Undertaking 

By E Upton, FS A A . Net 6/- 


Municipal Engineer and Surveyor’s 
Department 

By Ebnest J Eifobd, M Inst 0 E , M I Meoli E 


etc Neb 

Public Health Department 

By W A Leonabd , Net 

Rating Department 

By A H Peacock, M A , A S A A Net 

Tramways Department 

By S B N Marsh Neb 

Waterworks Undertaking 


By F J Alban PSAA,PIMT4,A0IS Net 


10/6 

6 /- 


6 /- 


10/6 


ADVERTISING AND COMMERCIAL ART 

Advertisement Lay-Out and Copy-Writing 
By A J Watkins Net 15/~ 

Advei tisements, The Lay-out of 
By lb n W Cox Net 7/8 

Advertising Procedure By 0 Kloppner Net 21/- 

Hints and Tips for Commercial Artists 
By Bbbnabd J Palmer Neb 6/- 

Humorous Drawing and Cartooning for 
the Press 

By W A S HEBBBaaT (“Wash”) 

20 


Not 6/- 



Advertising and Commercial Art — contd 


Law Relating to Advertismg, The 

By E Ling Mallison, B Sc (Lille) 

Not 

7/6 

Lettering, Plain and Ornamental 

By E G Poors 

Not 

8/6 

Modern Lettering from A to Z 

By A Cecil Wade 

Not 

12/6 

Poster Designing 

By W S Rogers 

Net 

7/6 

Poster, The Technique of the 

Edited by Leonard Richmond, R B A , R O 1 

Net 

21/- 

Routine of the Advertising Department 

By Reginald H W Oox 

Net 

10/6 

Ticket and Showcard Desigmng 

By P A Pearson 

Net 

3/6 

Training in Commercial Art 

By V L Danvers 

Net 

10/6 

Types and Type Faces By C M Tregubtha 

Net 

2/6 

What the Press Artist Should Know 

By John R Turner 

Net 

7/6 


SALESMANSHIP 

Building Retail Sales By o o Knights Net 5/- 
Craft of Silent Salesmanship 
By 0 Maxwell Tregubtha and J W Pbings Net 3/6 
Direct Mail Advertising for the Retail Trader 
By n Dennett Net 7/6 

Modern Sales Correspondence 
By D M Wilson Net 3/6 

More Sales Through the Window 
By C 0 Knights Net 8/6 

Outline of Sales Management, An 
By 0 C Knights, Sales Consultant Net 8/6 

Personal Salesmanship By R Simmat, m a Net 3/6 
Practical Aids to Retail Selling 
By A Edward Hammond Net 3/6 

Practical Commercial Travelling 
By Ronald T Lewis 

21 


Net 3/6 



Salesmanship — contd 



Practical Salesmanship 

By N 0 Fowl 1 R, Junr 

Net 

7/6 

Principles of Store Practice 

By pRANiv CnmiAM and S A Williams, M A 


5/- 

Psychology as a Sales Factor 

By A J CtKEENL-i 

Not 

7/6 

Retail Distribution, Principles of 

By S A Williams, M A 

Net 

6/- 

Retail Management ByO l Bolling 

Net 

15/- 

Retail Salesmanship By c L Bolung 

Net 

7/6 

Sales Management By C L Bolling 

Net 

10/6 

Salesmanship 

By W A CoBBioN and G E GBiMeDALis 

Net 

3/6 

Salesmanship By Wiliiam Ma\well 

Net 

6/- 

Salesmanship, Technique of 

By 0 0 KNiGHra . 

Net 

6/- 

Shop Fittings and Display 

By A E Hammond , 

Net 

5/- 

Successful Retailing By E N Simons , 

Neb 

5/- 

Training for More Sales 

By 0 0 Knights, Sales Consultant 

Net 

6/- 

Trairung for Travelling Salesmen 

By F W Sbbhbsall . 

Net 

S/6 

TRANSPORT 



Canals and Inland Wateiways 

By George Oadboby and S P Dobbs, B A 

Net 

6/- 

Commercial Motor Road Transport 

By L M Meybilk Jones 

Neb 

16/- 

Elements of Transport 

By R J Eaton 

Net 

2/6 

History and Economics of Transport, The 
By A W Kirkaldy, M A , B Lltfc , M Com , and 
A D Evans 

Not 

16/- 

How to Make the British Railways Pay 

By M F Fakbak 

22 

Net 

8/6 



Transport — contd 

Modern Dock Operation 
By D Boss Toknson, O B B , V D , M Inst I 
Modern Railway Operation 
By D B Lajmb, >^1 Inst T 
Port Economics 

By B Crr^NiNGHAM, DSc, BE, PRSB 

Railway Electrification and Tiaffic Problems 

By P Burtt, M Inat T Net 6/~ 

Railw'ay Rates Principles and Problems 

By P Burtt, M Inst T Net 5/~ 

Railway Statistics Their Compilation and 

Use By A E KiBKua O B B M Inst T Net 5/- 
Rights and Duties of Tiansport Undertakings 
By H B Davies, M A , and P M Landau, Barrister 


at Law Net 10/6 

Road Making and Road Using 
By T Saliueld M Inst 0 F Net 7/6 

Road Passenger Transport 
By B Stuart Pilcher, F B S B , M Inst T Net 10/6 

Road Transport Operation — Passenger 
By B Stuart Pilcher P B S B M Inst T Net 10/6 

Transport Management, Piactical 
By Andrew IlAaTiB Net 10/6 

LAW 

Administration of Estates, The 
By A H OoswAY Neb 6/- 


Bankruptcy, Deeds of Arrangement, and Bills 
of Sale 

By W Valentine Ball and Donald Geddes Neb 15/- 

Business Tenant, The 

By Edward S Cox Sinclair, and T Hynes Net 7/6 
Business Transfer Agent and Trade Valuer 
By J Otway Cave Net 7/6 

Pitman’s Commercial Law 
By J A Slater, B A , LL B Eevised by R H Code 
Holland, B A , o/ the Middle Temple, Sarnstei at Law 3/6 
Companies and Company Law 

By A 0 Connell, LL B (Lend ) Revised by VV B 
Wilkinson LL D 8/- 

Company Law 

By D P DE L’Hostb Banking, M A , LL D , and 
Brneot Evan Spicer, P 0 A Edited by H A R J 
Wilson PC A. , P S A A Net 10/- 

Commercial Law Cases By Albert Obbw Net 6/- 
23 


Net 6/- 
Net 5/- 
Net 6/- 



L-wv — contd 


Company Law 

By U UoWEiN LL D Harntlcr ai law 

Concise Handbook of the Law Affecting Land- 
lord and Tenant 

By K BounnavAUD SI A Net 

Dictionary of Legal Terms and Citations, A 
Bv n i. O SionoLss and AivTiiuit It llEWirr Net 
Elements of Commercial Law, The 
By A H UooQLAS LL B (Lond ) 

Examination Notes on Commercial Law 
By R W Holiavd, O B E , M A , M Sc , LL D Net 
Examination Notes on Company Law 
By R W Holland, O B B , M V , SI Sc , LL D Net 
Examination Notes on Criminal Law 
By J A BALrouR, Bai rwlei at Law Net 

Guide to Bankruptcy Law and Winding Up 
ot Companies 

By E Pourm PvussLr M A Barrister at Law Net 
Guide to Company Law 
By B \V UoLLA'^D, 0 B L , M A , M So LL D 
How to Patent and Commercialize Your 


Inventions By D B Muxeb Not 

Industrial Assurance Law 
By A J &DBNSON lAVLOB, QBE M A P 0 1 1 Neb 
Law for Journalists 

By Ouables Pillex Barrister at Law . Net 

Law for the House-Owner 

By A H CoawAX Neb 

Law of Gaming and Betting 


By 0 P Shoolbbbad B A , LL B BaTTiater at Law Nob 
Law of Inland Transport 
By W H dtJNN, LL B (Lond ), Barrialor at Law Net 
Law of Joint Stock Companies 
By W J Weston, M A , B So , Barrister at Law 
Law of Master and Servant 
By P B Bate, LL M . . Nob 

Law of the Sale of Goods 

By 0 G Austin, B A (Oxon) . Neb 

Law Relating to Industry 
By H Saotjels, M A , Barrister at Law Net 

Law Relating to Restraint of Trade 
By B yoRKB Hedges LL M , Barrister at Law Net 
U 


5 /- 

2 /- 

2/6 

2/6 


6 /- 

3/8 

2/8 


5/- 

3'8 

15/- 

8/6 

7/6 

12/6 

6 /- 

10/6 


7/8 



Law — contd 


Law of Trusts, The 

By GroR&E W Keeion, M A , LL D Net 26/- 

Llquidator’s Index and Summary of the 

Companies Act and Winding Up Rules, 1929 
By John H Senior., FCA, and H M Pr4.tt Net 7/6 
Manual of Company Law and Practice 
By Leslie Haddock Bamater at Law , . 10/6 

Patents for Inventions 

By Beginald Haddah Net 3/6 

Partnership Law and Accounts 
By B W Holland O B B M A , M 9o LL T) Net 6/- 
Preparation of Schemes and Orders under the 
Town and Country Planning Act 
By S Pascob Hayward B A (1034) Net 10/6 

Poley’s Law and Practice of the Stock Exchange 
By B H Code Holland, B A , o/ the Middle Temple, 
Barrister at Law, and John N Webby Not 15/- 

Publlc Rights m the Seashore 
By n Gallienne Lemmon, M A , L L M Cantab Net 30/- 
Ouestions and Answers on Commercial Law 
By B W Holland, O B B , M A. M Sc , LL D Not 6/- 
Ouestions m Mercantile Law 
By W J Weston, M A , B Sc , S/6 

Slater’s Bills, Cheques, and Notes 
Revised by L Lb M Minty, Ph D , B Sc , B Com 
LL B Net 6/- 

Slater’s Mercantile Law 
Revised by B W Holland, 0 B B , M A , M So , 

LL D , and R H Code Holi and, B A , Barnsler 
at Law « . 7/6 

Solicitor’s Clerk’s Guide 
By B A Cope Revised by B G W T rsTPR Net 4/- 
Tax Saving Deeds and the Finance Act, 1936 

By T J SoPHiAN, Barrister at Law , Net 8/6 

Trade Mark Law and Practice 
By A W GRipriTHS B So (Eng ), Lond Neb 10/6 

Wills, A Complete Guide for Testators, 

Executors, and Trustees 

By R W Holt and OBB M A , M So LL D Nob 2/6 
Wills, A Handbook on By a H Cosway . Not 2/6 
26 



REFERENCE BOOKS 


Annuity and Loan Redemption Tables 

By T K Stubbins, F O A and IIaboid Dough vnn. , 


F O I S , A I A Net 

Art of Conference, The 
By Fbank WALSrii Net 

Business Budgets and Budgetary Control 

By A W WiLUSUOBB, F E Boon S Net 

Business Charts 

By T a Eosd, M I Mooh B Net 

Business Forecasting and Its Practical Appli- 
cation By W Wallace, M Com (Lond ) Not 
Busmess Man’s Guide, Pitman’s Net 

Business Statistics 

By 11 W Holland O B B , M A , M So , LL D Net 
Business Terms, Phrases, etc . Net 

Buying and Selling a Business 
By A n Cosway Net 

Commercial Credits and Accounts Collection 
By CuriiBDBT Gblig Net 

Charting, Manual of . . Net 

Commercial Self-Educator 
Edited by E W Holland, O B B , M A , M Sc , LL D 
Three Vols Not 

Commodities of Commerce 
By J H Vanstone, F E G S Net 


Course in Business Statistics 
By OiiAHLBS n Bayliss, B Com (Loud ) 
Dictionary of the World’s Commercial 
Products 


By J H Vanstone, F E G S . Net 

Documents of Commerce 

By F A WiLLMAN, Cert A I B Net 

How to Grant Credit By Outetbeut GErTG Net 

How to Buy Timber (Including Plywood) 

By E E EmijKS . Net 


6 /- 

10/6 

10/6 

7/6 

7/6 

6 /- 


3/6 

3/6 

3/6 

10/6 

6 /- 

45/- 

6 /- 


6 /- 


6 /- 

3/6 

3/0 
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Reference Books — contd 
How to Make a Speech 

By Eichakd Johnson, M A Net 2/6 

How to Run a Copying Office 

By GiiADYs 0 Menzies Net 6/- 

How to Speak Effectively 

By Charles Seymour . Net 7/6 

Human Psychology 

By JirosoN Rba Bxttldb and Theodobb Francis 
Kaewoski Net 10/6 

Markets of London By Cuthbert Maitqhan Net 6/- 

Mercantile Terms and Abbreviations Net 1/6 

Money Making in Stocks and Shares 

By Sydney A Moseley Net 7/6 

Normal English Pronunciation 

By OaoAB Browne Net 3/6 

Office Desk Book, Pitman’s Net 2/6 

Parliament 

By Henry Morrison and Wiltotd S Abbott M A 
(Oxon) With a Foreword by Bt Hon Sir John 
Simon, MP Not 2/6 

Personal Psychology 

By Morlby Bainow, B So Net 5/- 

Political Parties and Policies 

By H Royston Pike Net 2/6 

Public Speakmg 

By AROHiBAiiD Craweord, K O Net 6/- 

Raw Materials of Commerce 
In 2 vols Edited by J H Vanstonb, F R G 8 Net 20/- 
Speak in Public, How to 

By 0 F Oabr and F H Stevens Net 8/6 

Statistics for Professional Students 

By R L A Holmes, B Com Net 6/- 

Statistics in Theory and Practice 

By L B Connor MSc {Moon), Banister at Law Net 12/6 

PITMAN’S ECONOMICS SERIES 

General Editor Professor J H Jones, M A 
A Primer of Economic Geography 
By L W Lydb, MA FRGS,FRSGS Not 5/- 

British Economists 

By Francis C Hood, M A Net 2/6 
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Pitman’s Economics Series- 

-contd 


Business Forecasting 

By J n RICH4BD30N M 4. , Ph D 

Neb 

2/6 

Currency and Banking 

By D T Jack, M A 

Neb 

6/- 

Economic Functions of the State 

By R H Soltah, M -V 

Neb 

6/- 

Finding Capital for Business 

By David Pinnie, M A , 0 \ 

Net 

2/6 

International Trade 

By D T Jack, M A 

Neb 

2/6 

Methods of Remuneration 

By R Wilson M A B So 

Net 

2/6 

Overhead Costs 

By Sib Hbotiy N Bdnbuby, K 0 B 

Neb 

2/6 

Production 

By Hubert Philup, M A (Oxon) 

Net 

5/- 

Socialism 

By Robert Richards, M Y 

Neb 

2/6 

Transport and Communications 

By K G Penblon, M A , Ph D 

Net 

2/6 

Value and Distribution 

By Hubert Phillips M Y (Oson) 

Net 

s/- 


PITMAN’S *‘ART AND LIFE” SERIES 


General Editor: WRIGHT WATTS MILLER, B A , Londou 
(iSrst Glass Honours), M Ed , Manchester 


Art An Introduction to Appreciation 

By Ratmond Coxon, A R 0 A 

Nob 

6/- 

Books An Introduction to Reading 

By Wbight Watts Miller, B A (Loud ), M Ed 
(Manchester) 

Net 

6/- 

Economics The Study of Wealth 

By A L Gordon Maokay, M Lltb , M A , M Boon 

Nob 

6/- 

Films The Way of the Cinema 

By Andrew Buchanan 

Nob 

6/- 

Music An Introduction to Its Nature 


and Appreciation 

ByW J Turner 

Net 

6/- 

Theatre, The By Malcolm Morudy . . 

Net 

5'- 



FOREIGN LANGUAGES 


FRENCH 

Progressive French Grammar 

By Dn PA HBDacocK, MA 6/6 

Commercial French Grammar 
By P W M Dbapeb, M A , L Sb L 2/6 

French-English and English-French 
Commercial Dictionary 

By P W Smith . Net 7/6 

Handbook to French Examinations 
By B BoNAiD Nisbbt, B A , Hons (Bond ) Net 1/6 

GERMAN 

Commercial German Grammar, Pitman’s 
By J Bithbll, M A .3/6 

German-English and English -German 
Commercial Dictionary 

By J Bitheli,, M A Net 16/- 

Commercial Correspondence m German . 3/6 


SPANISH 

Spanish Commercial Grammar 
By 0 A Toledano 4/6 

Spanish-English and English -Spanish 
Commercial Dictionary 

By G R Macdonald, P I L Net 12/6 

Manual of Spamsh Commercial Correspondence 
By G R Macdonald, F I L 4/6 


ITALIAN 

Italian Commercial Grammar 
By Luigi Ricci 4/- 

Italian-English and English -Italian 
Commercial Dictionary 

By G R Macdonald, F I L Net 80/- 

Mercantile Correspondence, English -Italian 5/- 


PORTUGUESE 

Portuguese -English and English-Portuguese 
Commercial Dictionary 

By P W Smith Net 16/- 

Mercantile Correspondence, English-Portu- 
guese 3/6 
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PITMAN’S SHORTHAND 


Pxtmaa’s Shoithand Instructor 
Pitman’s Shorthand Commercial Course 
Pitman’s Shorthand Rapid Course 
Shorter Course in Pitman’s Shorthand 
Shorthand Dictionary 

TYPEWRITING 

Pitman ’s Commercial Typewriting 

By W and Ji Walmsley 

Pitman’s Commercial Typewiiting — Part I 
By W and E Walmsusy 
Pitman’s Type writei Manual 
Business Typewriting Bj f TTanr.Ta 
Advanced Typewriting bv E UBLua 
Business Typewriting in lush 
By Miib K 0 O’Briln 
Dictionary of Typewriting 
ByH ETiiLiKiDar, Revised bj Maxwell Crooks and 
Erlderick Dawson, P C T s 
Theory of Typewriting, The By Plobenoe Loceey 
P art I (only) 

One Hundred and One Exercises in Typewriting 
Being the First Part oi “ Typewntmg, Touch and Tabular ” 
By A W Young, PIPS (Honouis), P P T Com , and 


Jenny 0 Young, P Inc T T 8/- 

Typewritlng in Legal Offices 
By WiNiTEEiD Hynds. pips (Hons), ACTS Net 6/- 
Typewriting Touch and Tabular 
By A W and Tbnny 0 Young 6/- 

Typist’s Companion, The 
By Maxwi ll Crooks, . . 8/- 

Typlst’s Desk Book 

By Phylijs Drury and II L Pearcb Net 8/6 

Book of the Underwood Typewriter, The 
By Maxwell Crooks Net 8/6 

Book of the Remmgton Typewriter, The 
By Maxwexl Obooics Not 8/6 

Touch Typewriting Exercises 
By T J SiMONB. P 0 T & . P 1 P S 1/6 
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Typewriting — contd 

Shorthand -Typist’s Senior Course, The 
By A 0 Mabshaix, B Com , and Agnes M MiLin, B A 4/- 
Short Course in Typewriting 
Being the Third Edition oi “ New Course in Typewritmg ” 

By Mrs Smith Clough, P Inc S T (Hon ) 2/~ 

Pitman’s Keyboard Mastery Course 
By Maxwell Cbookb The book is prepared for use 
with Pitman’s Gramcyphone Course of Keyboaid In 
airucho^i In laige post 4to 1/6 

Pitman’s Gramophone Course of Typewriter 
Keyboard Instruction 
Aiianged by Majswell Obooks 

Complete, m strong case, together with one copy o£ 
Instruction Book. Oompiismg twelve 10 in records 
(six discs) Net 35/- 


COMMQN COMMODITIES AND INDUSTRIES 


Each book in ciown Svo, ulostrated 3s net 

In each of the handbooks m this series a particular product or 
industry is treated by an expert writer and practical man of 
business Beginning with the life history of the plant, or other 
natural product, be follows its development until it becomes a 
commercial commodity, and so on through the various phases 
of its sale in the market and its purchase by the consumer 


Asbestos (S u M ME M) 

Bookbinding Oiaft and Indnstry 
(TTaebison) 

Books— From the JUS to the Book 
seller (Yotrao) 

Boot and Shoe Indnstry The 
(Habdino) 

Btushmaket, The (ISiodihii) 

Carpets (Bbutooit) 

Clocks and Watches (Ovbkcon) 
Clothing Industry, The (Poem) 
Cloths and the Cloth Trade (Humidb) 
Coal (WnaoN) 


Coal Tar (Waenbb) 

Coffee — ^From Otower to Consumer 
(Kbablh) (Rovieod by Pabbam) 

Concrete and Reinforced Conorete 
(TwatVETOBEa) 

Cordage and Cordage Hemp and 
Fibres (Woodhousl aud Ailooub) 

Cotton Spbinlng (Wadb) 

Engraving (LAsaEima) 

Explosives modern (Lew) 

Fnrs and the For Trade (Sachs) 

aas and Has Making (Webbeb) 



Common Commodities and Iiidusti ies — contd 


Glass and Glass Manutacture (Mab 

SON) Revised by L M Anqus 
R uaieiiwoian 

Gums and Resins (PAnny) 
Iconfonnding (WnrrELEi) 

Jnte Industry The (Woonnonsr and 

Knitted Pabrioa (CHAMBBBnAiN and 
Quieteh) 

Linen (Moojut) 

Looks and Look Making (Bdttubi 
H atch Industry The (Dixom) 

Meat Industry The (Wood) 

Paper (Maddox) 

Photography (Gamblb) 

Pottery (Nokb and Plans) 

Rice (Douglas) 

Rubber (Stbvbns and Stbvlns) 


Silk (IIoopeb) 

Soap (Simmons) 

Sponges (CBLsbWBiL) 

Sugar (Mabtiaeau) (RoviBod by 
Lastiok) 

Sulphur and Sulphur Denyatives 
(Auden) 

Tea (Ibbutson) 

Textile Bleaching (Stlvcn) 

Timber (Bollock) 

Tin and the Tin Industry (iloNnay) 

Tobacco (IwvuB) (Boused by 
1 Atmv A VrHLB) 

Weaving (Cb^nksbaw) 

(Wool) (Hunter) (Bovisod by 
Keusbaw) 

Worsted Industry The (DuMyiLia 
and Rbrsuaw) 


Tha following Complete Catalogues toill he sent, post free, on 
applioahoji — CoMMTUciAL, Eddcahonal Tech'^tcat, Law 
Shorthand, B’orhiun Lanuuaueid, Arih and CRVcra, and 

(iRNERAL 


Sii laaao Pitman & Sons, Ltd Parker Street, Kmgsway, London W 0 3 




